





| TODAY—We see ahead a selective recovery 
| for some securities—selling point for others. 


_ —_— yourself from holding the wrong securities — or selling the 
“right” ones at the wrong time. In this critical peried of war tensions and domestic 
political upheavals, you owe it to yourself to eliminate “guesswork hazards.” You 
will find The Magazine of Wall Street indispensable during the vital year ahead. 





SPECIAL APPRAISAL AND MID-YEAR DIVIDEND FORECAST ISSUES} :—These im- 
portant issues of The Magazine of Wall Street are always the most sought-after numbers 
of the year. They are eagerly awaited by investors, traders, statisticians and institutions 
because of the valuable appraisals they give—of dividend changes—those passed, reduced 
or increased,—of earnings,—of profit possibilities. 


NEW—this year—is the “Trader’s” study of the market action and a forecast for each 
important industrial group. Each group analysis is an entity, set for easy read- 


Po; ing and accompanied by appropriate graphs. 


« 
&, This year, particularly, you will want these issues 
Cf so that you may know the outlook for the 
S74 balance of 1939. Specific recommen- 

e ° 
dations are starred (*) so that 
you may take prompt 
action. 











A copy of our latest 
WEEKLY TREND LETTER** 


(A $40 a year service) 


Continuous Consultation 
Service* 





—with your subscription to 


eS 


i br Sa 


Our Personal Service De- 
partment will send you con- ~ - This will give you the basic 
iss advices on lated The MAGAZINE of WALL STREET oni teilistesl iain mae 


securities you hold or con- you will receive: 
template buying. ; 


at this time and the latest in- 
dications of The Dow Theory. 


*1. Continuous Consultation Privileges Our Magwall Trend Indica- 
} You are privileged to direct (three securities at a time) tor presented and interpreted 
inquiries to us on as many as sal exclusively in this Weekl 

: three listed securities at a time **2. The latest copy of our Weekly Trend Trend ile Pr ‘Al, 

during the life of your sub- Letter, part of our $40 a year service) points gain in four upmoves 

) ‘ription to The Magazine of in the intricate markets of 


73. All 3 i iz i 
copies of our special Appraisal 1928 and 1939. 


and Mid-Year Dividend Forecast issues. 




















Fill in the Coupon below and Mail it TODAY! 


Consultation Privileges Through 7.29 (8-26-MPG) 
The Magazine of Wall Street 


90 Broad Street, New York 


subscription gives yo' me 7 i 
it wiring a ate pti sls gp LJ] Enclosed find my remittance of $7.50 for which enter my subscription 
as Sunde Sim Gade on teens tovk tne to The Magazine of Wall Street for one year—including Continuous 
ies as yeu wien). Personal Inquiry Service—the latest copy of your “WEEKLY TREND 
LETTER,’—and the other two Appraisal and Mid-Year Dividend 
aia Forecast Issues. . . . FREE. 

ck Price Paid L]I enclose $12.50 for a two year subscription (52 issues), including 
| | | all the above privileges. 

— 

| 

| 

| 


_ Personal Service Department 


4 








anand are 


Add $1 per year for foreign postage. 





MAGAZINE OF WALL STREET AUGUST 26, 1939 








For the Businessman 





LILLIE IIIS 


HANDBOOK OF COMMERCIAL & 
FINANCIAL SERVICES 
Special Libraries Association $2.00 
345 Hudson St., N. Y. C. 

Do you want to know where to locate infor- 
mation on any specific topic, what is its price, 
how often it is released, etc.? Publications 


of 263 firms are alphabetically arranged with 
@ subject index to help find topical services. 


»»e«« 
MEN WANTED 
O. G. H. RASCH 
Pelican Publishing Co. $2.00 


: Former professor of econimcs and mathe- 
matics, now vice-president of a progressive 
automotive accessories chain, writes for the 
store managers and salespersons setting forth 
the opportunities in the chain store field, and 
giving advice on training for the job. 


»»e«« 


AVAILABILITY OF BANK CREDIT, 1933-38 
National Industrial Conference Board. $3.50 


Confidential reports of 1,755 business con- 
cerns of all sizes have been studied to see why 
loans were refused or restricted. Attention 
also given to government loans, and considera- 
tion is given legislation for small enterprises. 


»»>e«« 
PUBLIC RELATIONS FOR BUSINESS 
MILTON WRIGHT 
Whittlesey House. $3.00 


A book for the corporate executive who 
wishes to build up good-will of investors, em- 
ployees, and consumers, 


»»e«K« 
INSIDE ASIA 
JOHN GUNTHER 
Harper Bros. $3.50 


After almost a year of travel and observation 
in the East, the author gives us a picture of the 
economic, social, and political background of 
Asia, bringing personalities to the foreground. 


»»@e«« 
COMMON STOCKS AND UNCOMMON 
SENSE 


CLARK BELDEN 
Coward-McCann. $3.00 


An investor, willing to give time and thought 
to his problems, shows what can be done 
through intelligent application of ready-at-hand 
information. 


»»e«« 
TAX EXEMPTIONS 


Tax Policy League Inc. $3.00 


A collection of fifteen addresses on the cur- 
rent problem of tax exemption covering the 
general theory as well as specific cases of 
exemption. Generally opposed to further ex- 
tension of system, with reduction or abolition 
in certain instances. 


»»>e«« 
ODD-LOT TRADING ON THE NEW YORK 
STOCK EXCHANGE 


CHAS. O. HARDY 
Brookings Institution. $1.50 


Through the cooperation of the three prin- 
cipal odd-lot dealers in N. Y. valuable statisti- 
cal data on trading has been gathered. Ex- 
plains system of buying and selling in odd-lots, 
its effect on movement of stock prices, and 
discusses plans and proposals for changes in 
present system. 


»»e«« 
NATIONAL INCOME IN THE UNITED 
STATES 1799-1938 
ROBERT MARTIN 
National Industrial Conference Board. $3.50 


A very complete estimate of national income 
over a period of 140 years, broken down both 
as to kind and nature of origin. 


These books may be obtained through The 
Magazine of Wall Street book service. 
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Anyone who tells the investor he 
should be willing to pay a premium 
for “quality” is making a statement 
perfectly true, perfectly general, and 
perfectly meaningless. As a matter 
of fact we might qualify that by 
questioning the first adjective under 
some circumstances, but we shall 
certainly let the other two stand. 
Many do not need “quality”—what- 
ever that is—in all their invest- 
ments and they are hardly doing 
the wise thing in paying for it where 
it is not needed. The premium is no 
more justified in their case than 
would be the rental of the corner 
at Wall Street and Broadway for a 
parking lot. Where a prime common 
stock is required in a_ portfolio, 
though, it is important not to com- 
promise in the search; it is also im- 
portant and difficult to know just 
what is being sought. 

Investment seasoning is not the 
answer. We all know many issues 


With Tie Editor: 





which have been seasoned on the 
Stock Exchange for a quarter of a 
century or longer and still leave 
much to be desired as investments. 
U. S. Realty had been on the Big 
Board for twenty-five years when 
it went to 11914 at the top of the 
last boom but it has recently been 
selling 118 points lower. U.S. Rub- 
ber has been traded since 1894 and 
the company has been making a re- 
markable comeback, but in 1932 the 
stock sold at 114 despite its season- 
ing. 

Neither market activity nor the 
vaguer quality known as marketa- 
bility is the answer. The favorites 
of today may be forgotten tomor- 
row as Wells Fargo and American 
Cotton Oil and Central Leather of 
a quarter-century ago have been. 
After all, a broad market for an 
issue is a highly ephemeral thing 
and the ability to sell readily may 
be less valuable than the ability to 


hold profitably. A  well-sustained 
high price for an issue is likely to 
vouch for its quality and so is a 
long dividend record, but neither of 
these can be the answer. They too 
are subject to change without the 
notice we should like to have. They 
are symptoms of a condition, not 
causes, and their existence merely 
confirms admitted current facts. 
No, when an investor is hunting 
for that certain something which 
will help his future sleep o’ nights 
in case trouble occurs he must look 
to the future rather than the past. 
Records can indicate the trend but 
they can do little more. The issues 
which most clearly deserve their 
premiums today are those which 
have their best records ahead of 
them. They are expensive and the 
yields are seldom at all attractive, 
yet they are worth far more than 
the “stuffed shirts” on the list which 
subsist on their background. 
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What to Watch for Fall Business Recovery 


By Joun D. C. WeLpon 


Are Oils at Bottom or Verging on Further Decline? 





By Warp Gates 
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Courtesy General Motors 


The vital automobile industry is now swinging into its 1940 model year, 
with several new cars already revealed and priced. Others will rapidly 
follow, and as goes motor production and sales in the months just ahead 


so general business activity is likely to go. In this country the signal light 
is green and the direction is up. See the forecast on page 492, also 


"The Business Analyst" pages. 
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Questions of the Day 


Are best grade bonds near a permanent top and 
what would a decline mean to the markets? 


Gilt-edged long term bonds made their last high in 
June, with Treasury issues at yield of only 2.13 per cent. 
Modest recession to date could readily be explained as 
normal reaction from preceding period of advance. The 
market, however, is also under the influence of antici- 
pated Federal borrowing in September and the current 
potentiality of war in Europe. We are inclined to think 
the peak in Government bonds has been seen for some 
time to come and it is certainly not impossible that this 
particular bull market has put its crest behind. How a 
decline in best bonds would affect the financial markets 
would depend on its character. Gradual and orderly 
readjustment would be one thing. Any rush of institu- 
tional holders to take profits—a movement not now 
visible—would be generally unsettling. On present indi- 
cations, a flat top of extended duration seems more likely. 


How bullish are corporate earnings when com- 
pared not with the depressed level of a year ago 
but with past periods of similar volume? 


It is quite true that big percentage gains in profits 
from a depressed level can be misleading. First half- 
year earnings of 365 leading industrial companies were 
100 per cent higher than a year ago, but business activ- 


ity, measured by Reserve Board Index, was approxi- 
mately 96 in the first half, against only 78 in the first 
half of last year. As compared with the first half of 
1936, when this index averaged 98, profits of these com- 
panies were down 19 per cent. They were also lower 
than in the second half of 1935, when the business index 
averaged 93. This showing is remarkably good when 
it be noted that industrial operating costs are estimated 
to have increased by about 8 per cent, as compared with 
the first half of 1936, due chiefly to higher hourly wage 
rates and increased taxes. For a year or more, however, 
wages and taxes have been generally stabilized, per- 
mitting gradual reduction of unit production costs by 
increased efficiency. Barring new maladjustments, this 
trend will continue and efficient enterprises will again 
demonstrate ability to earn satisfactory profits when 
volume is favorable. We doubt that operating costs will 
rise importantly in the present recovery. 


Are there any statistics which show this country's 
spending for necessity goods, as compared with 
luxuries? 


We can give only a partial answer. Perishable and 
semi-durable commodities can be considered necessity 
goods and combined volume of such goods last year was 
estimated at $34,494,000,000. Indispensable every-day 
services, for which statistics are lacking, add many bil- 
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lions to this. Luxury spending is impossible to measure 
even roughly unless we define as luxuries all goods and 
services not essential to human existence and demand 
for which can be deferred for lengthy periods. Taking 
this definition, we estimate “luxury spending” last year 


at somewhere between $15,000,000,000 and $20,000. 
000,000. In any event, the big margin between good 
times and bad lies in optional rather than necessitous 
spending. For further light on this very interesting 
subject, see special article on page 492. 





The Trend 


SHOWDOWN .. . By every means at his disposal 
Hitler is trying to convince the world that he will fight 
—and hopes through fear to force capitulation to his 
demands. He is still playing poker when he boldly in- 
creases the bid, although he will not be holding the 
necessary cards when he is called upon for a showdown. 

Thus far, all the propaganda tricks of Munich have 
failed. The suggestion of a four power conference, for 
which they used naive Representative Hamilton Fish, 
has been laughed down. Even the steps, military and 
diplomatic, which he has taken to surround Poland on 
three sides are not bringing the peace overtures he ex- 
pected. And now Hitler is hoping that the psychological 
effect of the great agitation shown by Count Ciano, his 
axis confrere, and Count Csaky, from friendly Hungary, 
on leaving the Alpine retreat after long talks, will indi- 
cate to the world he is determined on war unless he gets 
what he wants. 

As cunning as Hitler is, he may discover he has cried 
“wolf” once too often, and find himself in a war for 
which he had not bargained—as there is no better time 
to end Nazi pretensions than the present! 

The real issue involved in Nazi Germany’s screaming 
“war of words” is not Danzig nor the Corridor nor even 
Poland. These are all limited and temporary objectives, 
similar to isolated battles in a general war. It is quite 
obvious that German expansionist ambitions are in fact 
without limit, that no truce or agreement with Hitler is 
worth the paper on which it is recorded and that every 
Nazi “victory”’—whether gained by diplomacy, by the 
revolutionary technique of “boring from within” or 
otherwise—merely whets the German appetite for more 
of the same. 

If not stopped by force or effective threat of force, 
the Nazis plan at a minimum to dominate all Europe. 
With Austria, Czechoslovakia and Meme’ already ab- 
sorbed, they look with covetous eyes not unly on Poland, 
Roumania and the Ukraine but also on Hungary, Yugo- 
slavia, Greece, Bulgaria, Turkey, the Baltic states, the 
Scandinavian countries, Switzerland, Holland. They 
have apparently not yet decided which of these are to 
be incorporated in “Great Germany” and which are 
merely to be brought “within the German orbit” which 
means to be made political and economic vassals! 

The difference between the present manufactured 
crisis and that of a year ago is that nobody is any longer 
fooled. So far as we can detect from this distance, 
Polish, British and French nerves are not cracking under 


of Events 


the strain as Hitler hoped and planned they should. For 
the Poles, retreat would be sheer suicide. For the Brit- 
ish and French, retreat would mean the complete col- 
lapse of their effort to erect an eastern “peace front,” 
leaving them without effective allies and confronted 
with the threat of eventual German-Italian aggression 
in the west. It is difficult to see how a comprehensive 
showdown can be much longer avoided. Hitler—an 
ignorant hysteric, swollen with past successes and sur- 
rounded by yes-men—is gambling that the British will 
not fight. Whether he can extricate himself at the last 
minute when confronted for the first time by force 
remains to be seen. Unless the wiser and _better-in- 
formed Mussolini can stop him, he will soon be in a 
position where his own ignominious retreat becomes the 
only alternative to war. 


NEW APPROACH TO TAXATION ... The House Ways 
and Means Committee before adjournment appointed a 
subcommittee to study the whole question of taxation 
policies together with the Treasury and to work out an 
improved and comprehensive program. Such committees 
are so frequently appointed that even on the important 
subject of taxation this one would soon be forgotten 
while it worked except for one remarkable part of the 
procedure. Instead of waiting to emerge at the last 
moment with a tax program which must be passed or 
else, arrangement has been made through Acting Secre- 
tary of the Treasury Hanes to invite leaders in agricul- 
ture, banking, labor, industry and the professions to 
present their views on what would be sound policy. The 
men who have most to do with paying the taxes are 
about to be given the opportunity to suggest how reve- 
nues might be obtained with the least drag upon the 
nation’s economic life. Some will doubtless go to Wash- 
ington free of any ideas other than the always valiant 
crusade to lighten their own burdens at the expense of 
the other fellow. There are certain to emerge, however, 
several alternative plans for rearranging the tax struc- 
ture on lines encouraging to business. One of the obvious 
points of attack will be the capital gains tax which could 
be eliminated with little or no loss of revenue. No one 
will expect improved taxation methods to bring about 
a business boom, particularly since the country is not 
hoping for decreases in amounts collected, but there 1s 
every reason to expect a program which will greatly 
lighten the drag of the last few years. 





—— 
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0,000, § BANK LOANS RISE... Since the depression low point 
n good # hast February, “commercial, industrial and agricultural 
ssitous ff loans” of reporting member banks in New York City 
resting ff have risen about $120,000,000. A very considerable part 
of the increase, however, has been in term loans, or 
cedit extended for periods up to ten years, as distin- 
—— guished from genuine commercial loans of the type by 
which the short term or seasonal working capital needs 
of business are met. Actually, there has as yet been no 
apansion of significant proportions in loans of the 
latter sort nor is there likely to be in the absence of a 
major inventory inflation which is not within the realm of 
1. For quar term probabilities. The steadily increasing tendency 
. Brit- of banks, especially the large New 
York City institutions, to extend credit 





dhe ona longer term basis has impaired the 
onted traditional economic significance of the 
cule commercial loan figures as well as those 
ensied of corporate security financing. Some 
—an [sears back an increase such as has re- 
1 sur. |cetly occurred in the former would 
b wa have been regarded as evidence that 
oa corporations were borrowing money to 
force |inance increased activity or, as was 
er-in- [the case with the rise in loans in the 
in q JUmmer of 1937, to finance stale in- 


a the ventories. Such, however, is not the 
case in the present instance. Also, new 
corporate financing this year has un- 
doubtedly been larger than data cov- 
Wavs [eng public and private placement of 
ted a [securities would indicate for, though most term bank 
ation | ans have been for refunding purposes, a fair sized part 
ut an | the total represents new financing. From the banks’ 
ittees | Point of view, the immediate advantages of the longer 
rtant | term loans are obvious; they carry higher interest charges 
otten than short loans and by means of them the banks are 
f the | owly getting back some of the business lost with the 
- Jast [divorce of investment and commercial banking in the 
od or | arly days of the New Deal. But from the business fore- 
secre. f aster’s viewpoint, life has become just a little more 
ricul- § difficult by reason of two more statistical series that 
is to § © no longer be taken at face value. 
The 
s are 
vewk DEBT LIMIT BECOMES EFFECTIVE. . . The encourag- 
1 the § 2g opposition to spending has up to now been almost 
Vash- ff eatirely directed against the general policy, with an 
liant understandable tendency for Senators and Representa- 
se of § tives to make exceptions of particular projects where 
ever, & their interests are involved. Many of those who voted 
truc- § %gainst continued pump-priming displayed their cus- 
vious § ‘omary alacrity in pushing expenditures of a more local 
ould § character. Now, however, an issue is approaching which 
one § Ptomises to draw the lines clearly between the spenders 
bout and the budget balancers. It is bound to be a highly 
not & ‘gnificant factor in the next campaign. 
re is During the last session of Congress the need for 
aatly asing the $45,000,000,000 statutory limit on Federal 
(ebt was broached, then hastily dropped as the opposi- 








tion formed. Although the debt was already near the 
limit many of the opponents objected that the necessity 
for the change was not yet urgent; they were unwilling 
to give the Administration another $5,000,000,000 or so 
of leeway without a better idea of what was to be done 
with it. That, of course, was before opinion against 
pump-priming had fully crystallized. Now as the Treas- 
ury makes its plans for the next year it will have several 
unpleasant alternatives to lay before the New Deal 
managers. A shift could be made, possibly, to get by 
with minor economies and with the use of the very 
large working balance the Treasury has been carrying. 
Taxes could be raised, although an election year would 
be an unusual time for any great 
changes in this direction. Inflation 
through issuance of certificates against 
the silver bought by the Government 
is another possibility but an unattrac- 
tive one for political reasons. An im- 
mediately balanced budget which 
would keep the debt within its present 
limits is also unacceptable to New 
Deal philosophy. There remain only 
two ways of handling the problem and 
either would involve a hot fight. The 
President can seek to revive his lend- 
ing bill which would increase the in- 
direct or guaranteed debt; or he can 
line his followers up in a battle to 
the finish for lifting the debt limit. 
Either way, fiscal policy is going to 
be a major political issue. 


ACTIVE CONSUMER DEMAND .... An outstand- 
ing fact in refutation of the consumer purchasing power 
theory of business depressions, so dear to the heart of 
the present Administration, is that consumer demand 
frequently does not begin to decline until well after the 
curve of general business activity has reached and passed 
its peak. In 1937, consumer buying remained on an even 
keel throughout the greater part of the year at approxi- 
mately the levels of late 1936. More recently, it made a 
temporary top in January and February of this year— 
this Magazine’s index of general business activity had 
topped out the previous December—and has since moved 
into new high ground for the recovery movement, better- 
ing even the best levels of two and three years ago. This 
is borne out by recent sales figures in the principal fields 
of retail merchandising and is especially apparent when 
the dollar figures are corrected for price variations in 
order to show the volume of retail trade in terms of phys- 
ical units. Outstanding gains have been recorded by the 
large mail order houses, though a part of these have been 
at the expense of department stores which thus far in 
1939 have shown comparatively modest sales increases 
over a year ago. Naturally enough, sales of consum- 
ers’ durable goods have not increased to the same 
extent as have those of consumers’ necessity goods, 
but the trend even here is upward. 
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The Wisest Market Policy Now 


The early outlook for security values is chiefly dependent on 


European contingencies 


forecast as this analysis is written. 
bullish, we counsel against belated panic. Be on the lookout 
for a possible climactic buying opportunity before long. 


BY A. T. MILLER 


= economic factors nor technical patterns can 
throw much light on the near term outlook of a stock 
market which once again is dominated by fear of Euro- 
pean crisis and uncertainty as to whether crisis will end 
in war. 

For more than eighteen months every important de- 
cline in the market has been influenced by alarming 
foreign developments. The down swings have been very 
severe when bad news from Europe coincided with a 
reactionary business trend in this country, as in March, 
1938, and in the early months of this year. They have 
beer moderated when they came in periods of rising busi- 
ness activity, as in June and in the present instance thus 
far. Conversely, every worthwhile advance has come in 
periods of relative quiet in Europe, sandwiched in be- 
tween crises or threats of crises. 

It has at no time been possible to put Hitler’s schedule 
of aggressive moves in spring and autumn entirely out 
of mind in formulating a rational policy as to either 
investment or speculative operations. That is why our 
leanings to the bull side this summer have been quali- 
fied to the point of boresome repetition. That is why we 
recently advised that speculative purchases should carry 
stop-loss protection at prices equivalent to the 140 level, 
Dow-Jones industrials, even though all technical prece- 
dent called for advance, rather than decline, after a nar- 
row trading range had been maintained for three weeks 
or longer in a basically bullish economic setting, as was 
the case from July 17 through August 8. 

That one of the strongest of technical precedents has 
been ignored in the recent decline cannot, of course, be 
surprising. Normal reasoning cannot be applied to an 
abnormal situation—and the situation of the world today 
is certainly abnormal by any standard familiar to us. 

Over the past fortnight our daily industrial average 
has traveled a total of 12.70 points—combined advances 
amounting to 3.21 points and combined declines to 9.49 
points—in registering net decline of about 6 points for 
the period. In relation to average daily volume of only 
566,000 shares, this performance has been one of the 
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beyond possibility of confident 


With domestic factors 


most jittery on record—again the earmark of a com- 
pletely abnormal situation. At this writing approxi- 
mately 50 per cent of the entire recovery from the low 
of April 8 has been cancelled and some 77 per cent of 
the summer rise from the June reaction low has been 
given up. 

Moreover, in any effort to weigh the technical pattern 
one is struck by the fact that seldom has selectivity been 
a more pronounced characteristic of the market than at 
present. Numerous consumption goods stocks of “storm 
cellar” variety hold persistently near the year’s highs. 
So do a fairly large number of “special situations,” 
mainly confined to secondary and inactive issues. Chemi- 
cals, leading motors and some motor accessories persis- 
tently do better than the market. On the other hand, 
the performance of a majority of issues in a number of 
important groups is far from inspiring, to say the least. 
Aside from oils, this applies to such distinctly cyclical 
groups as steels, farm equipments, rail equipments, office 
equipments, rails, building materials, machinery and 
machine tools. Current performance of aircraft issues 1s 
likewise backward. 

With our seasonally adjusted business index at a new 
recovery high, above the best weekly level reached last 
December, and with both the total flow of new orders 
and the monetary-credit factors forecasting almost cef 
tain additional expansion of economic activity, we can- 
not take a pessimistic view—but a bull market in which 
so many important cyclical groups are at or not far from 
the lows of last April is certainly something of an anom- 





oly. Thus it is not only extremely difficult at the present 
time to formulate a sound general attitude toward the 
market but equally difficult to translate such policy into 
profitable action in terms of individual securities. 

If it be conceded that European developments will 
determine the near term trend of the averages, as we 
believe, then the only general policy we can advocate 8 
a do nothing policy for the present. We simply do not 
know how or when the now developing German moves 
in eastern Europe will culminate, we see no point in add- 
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ig our conjectures to those which daily fill the news- definitely ends fear of a general war, even for only a 
papers and when a situation is so highly uncertain as__ period of months, there will be a fast and broad market 
to make reasoned efforts at forecast impossible we are rally, probably lasting at least a matter of weeks. We 
quite content to leave guesswork to others. would be on the lookout for this kind of a climax as a 
There are not many alternative contingencies in the buying point. If it comes to war, there would be fright- 
European scene. One is that the Polish-German issue ened selling and the stock exchanges might or might not 
may be compromised either by British-Polish conces- have to be temporarily closed. That, in our view, would 
sions or by discreet Nazi retreat. Another is that Hitler also provide a buying point, either when it became ap- 
might turn off the heat on Poland, leave this matter in parent that the exchanges would not close, or if they 
abeyance until next spring and satisfy the German lust should be closed, immediately on their re-opening. 
for another 1939 victory with a bloodless coup in Hun- Meanwhile we do not counsel liquidation of fully 
gary. The third contingency seems to be war. owned securities or of margin positions in which the 
We feel fairly certain that the climax of this tension equity is conservatively protected—as it should be in 
will be quite obvious and sudden when it comes. If it a jitterbug market. Monday, August 21. 
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Will Roosevelt Lose in 


BY E. 


I. anyone was optimistically foolish enough to suppose 
that President Roosevelt would change his tactics and 
his program as a result of the rebuffs handed him by the 
last session of Congress, that notion should be thoroughly 
dispelled by his public statements since adjournment. 
Mr. Roosevelt very obviously is determined to fight 
harder than ever before and with the same old weapons, 
to fight for the resumption of his New Deal program and 
for the restoration of his prestige and power. 

The President will remain the most important single 
force in the American scene whatever the political devel- 
opments of the next twelve months—whether or not he 
regains the leadership of Congress, or retains control of 
his party, or gets himself or a hand-picked successor nom- 
inated at the next convention. It would be a gross error 
to sell F. D. R. short on the strength of his Congressional 
defeats and the threatening split in the ranks of Democ- 
racy. Seven years ago he said he was enlisting for the 
duration, and that’s one promise he will keep. He may 
or may not be as successful in his coming battle as he 
has been in most of his others, but he will keep battling 
just the same whether he is on top of the heap or not. 

New Dealers are saying that during the last session of 
Congress the President didn’t fight as hard as he could; 
to give Congress a chance to clear itself of the stigma of 
being a rubber stamp he deliberately adopted the policy 
of merely making suggestions, but that was just a tem- 
porary strategem and shouldn’t be interpreted as mean- 
ing he has lost his punch. It is now being amply demon- 
strated that without his driving leadership Congress 
quickly strays from the straight and narrow path of true 
liberalism, he will again use whip and spur and (say the 
New Dealers) will show his errant party members that 
the public demands what he proposes. 

Other observers doubt that the President will be able 
to reverse the Congressional trend away from 100 per 
cent New Dealism, but they do not doubt that he will 
try with every resource at his command. On neutrality, 
spending, lending, labor, wage-hour, relief, housing, utili- 
ties, anti-trust, and other issues as they arise the battles 
will be renewed more bitterly than when they stopped, 
and the New Dealers will make campaign material of 
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defeats as well as of victories. The point is that the 
President, win, lose or draw, will keep things stirred up 
and will never for a minute give any quarter or sign of 
retreat. ~ 

Control of the Democratic party is more important in 
Roosevelt’s scheme of things than control of Congress 
next session. In fact, continued defeats in Congress next 
spring conceivably could work to his benefit by separating 
the conservative Democrats from the main body of the 
party and preventing the party from getting into the 
middle of the road. Whatever happens in Congress, 
Roosevelt will continue to be the head and mainspring 
of the party at least until the convention next summer. 
The party can’t repudiate him; conservative Democrats 
can’t openly renounce him and stay in the party. The 
best that non-New Deal Democrats can do is to strive 
for a platform and candidate not so far to the left as 
Roosevelt would choose. There is now little hope that 
they can force Roosevelt to come very far in their direc- 
tion (though he has left it to himself to define what is 
a liberal candidate and platform) so if the party breach 
is to be healed it will be through Roosevelt forcing the 
conservatives to string along with him to save their 
political necks. This is not impossible. Many local party 
machines are controlled by practical politicians who put 
party unity above everything else and whose style is 
only slightly cramped by the Hatch act. 

Pro-New Dealers still have a substantial majority in 
the Democratic party, and at present there is little indi- 
cation that the conservative wing will be able to control 
the 1940 convention. If the platform and candidate 
don’t suit them there is little they can do about it that 
will make much difference nationally. But if the plat- 
form and candidate don’t suit Roosevelt he can raise 
merry Ned. Without his support a place on the Demo- 
cratic ticket won’t be worth a hoot, and the practical, 
wheel-horse politicians know this. With Roosevelt fight- 
ing all next spring as he promises to fight there will be 
no chance for a quiet healing of the breach by ignoring 
Roosevelt’s demands and agreeing on a compromise. 
Roosevelt will not let himself be ignored. He will insist 
on retaining control of the party and he can do this more 


THE MAGAZINE OF WALL STREET 











easily t 
politica 
will ass 
New D 
who Op 

Asa 
of opin 
rebuffs 
think 1 
would : 
of wint 
jority | 
third-te 
able. E 


More r 
than in 
years a; 
tion 1s 
voters | 
and all 
Represe 
Senator 
Republ 
keeping 
tive, sti 


Raybur 
for Pre 
signify 
He fat] 
lation : 
floor le 
years h 
House 
ward h 
New D 
will be 
burn as 


Roosev 
dering 
approp 
never 
Bureau 
geted, 

year Ww 
needed 
propria 
plan ha 


NLRE 
House | 
put res 
modera 
sans, A 
large p 
fillibust 
nittees 


AUGUS 






t the 
sd up 
gn of 


int in 
1gTess 
; next 
‘ating 
yf the 
o the 
gress, 
pring 
nmer. 
ycrats 

The 
strive 
ft as 
that 
direc- 
lat Is 
reach 
g¢ the 
their 
party 
0 put 
vle is 


ty in 
indi- 
ntrol 
idate 
that 
plat- 
raise 
emo- 
tical, 
fight- 
ill be 
oring 
mise. 
insist 
more 


REET 








easily than he can regain control of Congress. The best 
political opinion is that the 1940 Democratic convention 
will assemble prepared to write a platform endorsing the 
New Deal 100 per cent and to throw out any candidate 
who openly criticizes Roosevelt. 

As a candidate for a third term, there is a difference 
of opinion as to whether the President’s Congressional 
rebuffs have helped him or hurt him. Most observers 
think Roosevelt is angling to be drafted and that he 
would accept if he thought he had a pretty good chance 
of winning and bringing in with him a subservient ma- 
jority in Congress, but would decline, using the anti- 
third-term tradition as a reason, if defeat looked prob- 
able. But in such a case, while he himself could step out 


gracefully, he would not let his liberal followers down. 
He cares more for the long-time future of his New Deal 
program than for the immediate fortunes of the Demo- 
cratic party. If he should become convinced, as many 
people are already convinced, that the Republicans will 
win anyhow, he will fight all the harder for extreme 
liberal legislation and policies. He will raise all the issues 
he can in Congress and use all the pressure he can exert 
on the convention. Then if his candidate and platform 
get licked, his record for liberalism will be clear. For the 
next four years he can sit back as the acknowledged 
leader of the liberal forces and criticize the conservatives 
in power—and wait in hope for the pendulum to swing 
back his way in 1944. 





CAPITAL BRIEFS 


More rebellion in the House against the administration 
than in the Senate, a reversal of the situation a few 
years ago, Is arousing comment. Most common explana- 
tion is that the House is closer to current thinking of 
voters than the Senate since all were elected a year ago 
and all must run again next year; also as a general rule 
Representatives see more of their constituents than 
Senators. But much credit goes to 
Republican House leader Martin for 
keeping his ranks unified, alert, ac- 
tive, studious, and full of morale. 


Rayburn's endorsement of Garner 
for President does not necessarily 
signify a split in Democratic ranks. 
He fathered much New Deal legis- 
lation and has been loyal majority 
floor leader for Roosevelt, but for 
years he worked with Garner in the 
House and helped push him up to- 
ward his present position. Extreme 
New Dealers are outraged, but there 
will be no attempt to unseat Ray- 
burn as leader. 


Roosevelt's economy gesture of or- 
dering all agencies to spend less than 
appropriated is an old trick and has 
never saved anything worth while. 
Bureau heads have their funds bud- 
geted, and toward the end of the 
year what may be saved one place is usually found 
needed somewhere else. The amount of deficiency ap- 
propriations asked every spring shows how poorly the 
plan has worked in the past. 


Wide World Photo 


NLRB investigation is in charge of able, well balanced 
House committee of five lawyers. Chairman Smith, who 
put resolution through, is bitter foe of Board. Three are 
moderately pro-labor but not extreme NLRB parti- 
suns. A fair but thorough study is anticipated, based in 
large part on the extensive records built up during the 
filibustered hearings of House and Senate labor com- 
mittees, and result probably will be more complete 
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House Leader Sam Rayburn who has 
come out for Garner. 


overhauling of Wagner act than if the administration 
had yielded this year. 


Roosevelt's claims that he won his Supreme Court fight 
and that Congress is gambling with world peace and 
prosperity when it refuses to vote his way shows he will 
not admit members of Congress are entitled to their 
judgment or that there is any method 
but his to reach an objective. These 
statements, while good campaign 
ammunition for his adherents, have 
stiffened the backs of most dissent- 
ers. 


LaFollette report on Nat. Assn. of 
Mfgs. and “civil liberties” is not the 
bomb-shell it would have been two 
years ago and has not caused much 
notice, but it will be campaign ma- 
terial next year and may lead to 
attempt to prevent corporations 
from contributing to any organiza- 
tion taking a stand on political issues 
or from using stockholders’ money 
for promoting any political views. 


War Resources Board of prominent 
civilians to advise Army & Navy on 
industrial mobilization plans is no 
startling move, but simply the cul- 
mination of a long and quiet cam- 
paign to line up industry for stream-lined action on war 
orders in case of need. Every major industry already 
has its committee and most big plants know what mili- 
tary goods they would make in wartime and how the 
contracts would read. New board is something more 
than window-dressing but is far short of the 1918 War 
Industries Board. 


Roosevelt Library is becoming the subject of unpleasant 
rumors; first that Roosevelt had government architects 
draw plans before Congress authorized the library, and 
now that some department heads are putting heat on 
employees to contribute. 








Barring war, the economic outlook appears generally favorable 
for the next three to four months — but what after that? 


New Light on Forces 


Dominating the Future of Business 


BY 


; publication’s weekly business index, adjusted for 
seasonal factors and population growth, has reached a 
new high moderately above the temporary recovery 
peak of last December and now stands at a level not 
equalled since late October, 1937. So measured, we are 
21 points above the depression low of 1938 but still 
some 13 points under the best level of 1937 and 23 points 
under the high water mark of 1929. 

Barring war, the factors of greatest barometric signi- 
ficance in relation to the short term business trend point 
unquestionably to further improvement in the economic 
picture over the period of the next three or four months. 
Probably the most reliable of all short term indicators, 
new orders for both consumption goods and durable 
goods have now been in a general upward trend since 
May and there is no current evidence of reversal of this 
movement. New orders, unless 
there are large scale cancellations 
in the event of war, represent fu- 
ture production. This indicator’s 
hopeful forecast is reinforced by a 
background of highly favorable— 
call it inflationary, if you will— 
monetary - credit factors among 
which especial near term signifi- 
cance attaches to a sharp rise in 
the national spending rate as meas- 
ured by debits to individual bank 
accounts. 

Many professional observers are 
on record with a forecast that some 
time within the autumn or early 
winter season the monthly produc- 
tion index of the Federal Reserve 
Board will reach at least 105, as 
compared with 1938 recovery high 
of 104 in December. So precise an 
estimate can, of course, prove sub- 
stantially wrong and its very 
unanimity may well be regarded 
with suspicion. The fact is that 
additional economic improvement 
will depend largely on further ex- 
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pansion of demand for durable goods—both consumers’ 
durable goods and producers’ durable goods. Obviously 
this type of demand would be sensitive to outbreak of 
war or to a series of war scares. On the other hand, 
should foreign developments prove such as to establish 
a belief that war will not occur this year, the pent-up 
expression of relief—probably reflected in sharp market 
rise—would, in this writer’s opinion, set in motion at 
least a temporarily powerful confidence wave likely to 
varry the Reserve Board index toward the end of the 
year nearer 110 than 105. 

It need hardly be said that average quarterly volume 
is more significant in relation to general corporate earn- 
ing power than any monthly or weekly fluctuation in the 
indexes. In the fourth quarter of last year, best quar- 
ter since the third quarter of 1937, the Reserve Board 
index averaged 101. It averaged 99 
in the first quarter of this year, ap- 
proximately 94 in the second quar- 
ter. On the assumption—only an 
assumption — that the European 
outlook grows no worse in the im- 
mediate future, we would tenta- 
tively estimate the third quarter 
level at 101. On the further as- 
sumption that by late autumn, if 
not earlier, fear of war will have 
been ended for at least a consid- 
erable time to come, we would ten- 
tatively forecast the fourth quar- 
ter average at between 102 and 
105. With no apparent threat of 
nearby cost-inflation, both the third 
and fourth quarters should reflect 
the benefits of substantially in 
creased operating efficiency, 43 
compared with a year before, it 
the case of all manufacturing i- 
dustries free of especially adverse 
price factors. 





Unfortunately, a favorable bus- 
ness forecast limited to a period ot 
just a few months can not mean 
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great deal to long term investors, nor can 
it be taken as assurance that we are at last 
rally “on our way,” as the President once 
aid when things looked good and before 
the 1937-1938 economic nose-dive set us 
back on our heels. Everyone would like to 
believe that we are headed toward a sus- 
tained recovery in volume, profits and em- 
ployment which will not only make up all 
the ground lost since 1929 but put us back 
on the highway of long term, or secular, 
gowth in our economy. The writer is per- 
fectly willing to take it on faith that some 
day, somehow we will start on such a re- 
covery—perhaps toward the close of 1940 or 
the spring of 1941—but it is much to be 
doubted that we are now seeing anything 
more than another relatively short revival 
cycle which is likely to give way to reaction 
within the forepart of 1940, if not earlier, 
unless meanwhile there is a radical change 
for the better in the basic position of the 
durable goods sector of our economy, in- 
cluding construction. 

The chart accompanying this article 
throws illuminating light on the fundamen- 
tal character of our recovery problem and 
on the chief deficiencies that must be made 
up if we are to achieve a complete recov- 
ery. The original data from which this pre- 
sentation is made was prepared by Simon 
Kuznets for the National Bureau of Eco- 
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nomic Research and represents the most 
comprehensive statistical study of this kind ever made. 
At first glance it may seem surprising that there is any- 
thing left to be revealed about an economic system gen- 
erally familiar to us all, but the vast scope of economic 
activity in this country forces most analysts to deal 
merely with timely data which is representative of the 
economic trend rather than an inclusive picture of the 
whole. 

While all economists have known that wide variations 
inthe volume of durable goods and in construction con- 
stitute the key phenomena in the swings of the business 
cycle, this data refutes the prevalent belief that the 
greatest deficiency in the 1935-1937 New Deal recovery 
cyele centered in capital goods, which for our purposes 
in this article we shall term producers’ durable goods. 
Obviously, “capital goods” may include both durable 
goods and non-durable goods. For example, office sta- 
tionery, ink, newsprint, lubricants for machinery, fuels, 
ete, are capital goods if bought by a business enterprise 
but not durable goods. Demand for producers’ non- 
durable goods varies, for obvious reasons, much more 
widely than demand for consumers’ non-durable goods 
but not nearly as widely as demand for either producers’ 
durable goods or consumers’ durable goods. 

Putting all figures in terms of 1929 prices to avoid 
distortion by mere price changes, it will be noted that 
1937 volume in producers’ durable goods slightly ex- 
ceeded that of 1929. At $6,987,000,000, gross volume of 
producers’ durable goods in 1937 was 101.2 per cent of 
129. Amounting to $8,250,000,000 for the same year, 
gtoss volume of consumers’ durable goods was 90.6 per 
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cent of the 1929 volume. The 1937 volume in consumers’ 
semi-durable goods, amounting to $11,109,000,000, was 
96.2 per cent of 1929. For the same year volume in per- 
ishable goods amounted to $29,060,000,000 and was 104.2 
per cent of 1929; residential building totalled $2,193,- 
000,000 or 72.9 per cent of 1929; business building 
amounted to $2,726,000,000 or 59.5 per cent of 1929; and 
public building totalled $2,957,000,000 or 101 per cent 
of 1929. 

Lumping the figures together, and excluding both ser- 
vices unrelated to commodities and repairs or mainten- 
ance, we find that gross commodity volume in 1929 was 
$65,902,000,000, with durable goods and construction 
making up approximately 40 per cent of the total. At 
the depression low in 1932, in terms of 1929 prices, the 
gross commodity volume was $47,055,000,000 but dur- 
able goods and construction accounted for only 24 per 
cent of the total. In 1937 gross commodity volume was 
$63,282,000,000 or only $2,620,000,000 less than in 1929, 
with durable goods and construction accounting for ap- 
proximately 36 per cent of the total. 

Expressed otherwise, the differences between 1932 and 
1929 in the various classes of goods were as follows: 
Perishable goods, minus $1,529,000,000; semi-durable 
goods, minus $1,771,000,000; consumers’ durable goods, 
minus $4,404,000,000; producers’ durable goods, minus 
$4,280,000,000; residential building, minus $2,410,000,000; 
business construction, minus $3,249,000,000; public build- 
ing, minus $594,000,000. 

Making similar comparison of 1937 with 1929, we find 
the following differences: (Please turn to page 533) 
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ROBABLY the most dangerous error which can be _ ity, a fair return, or adequate increment of capital oe 
made in the handling of investments is to draw up a set Ten years ago, in that lamented era which ended — 
of hard and fast rules and convictions and then adhere in 1929, one of the most widely accepted investment ee 
strictly to them. Investment is an art, not an exact theories subscribed to the superiority of common stocks a ths 
science. Judgment is the most vital factor in the ulti- as long term investments. In support of this theory sath 
mate success of any investment undertaking, but judg- its leading proponents were able to assemble convine- mas -_ 
ment which must be based on conclusions attempting ing figures to the effect that over an extended period - on 
to link the known past with the unpredictable future of time certain common stocks had proven much more presto 
may frequently be wrong. About the only thing cer- desirable, from every investment standpoint, than had eee 
tain in the future is that it will bring changes. It is certain high grade bonds. An investor in the late ’20’s willing 
never static. Today’s investment may be worthless in who deigned to buy or hold bonds was considered some- percha 
five years, while other securities which would now be thing of an old fogie and out of step with the times shee 
avoided scrupulously by the prudent investor may Many investors were lured into selling bonds and ae capital 
well be included in next year’s blue chips. Changes in ing common stocks at prices which bore scant relation mezest 
our national economy, new industrial products and_ either to earnings or prospects. 7 
processes, politics and new legislation are all factors Today little is heard of the common-stocks-as-long- are 80 | 
which cannot now be foretold, but which quite con- term-investments theory. It was rather badly dig to har 
ceivably - may make it necessary for investors to credited, along with not a few others, in the sweeping the _ 
alter their conception of what constitutes sound secur- changes wrought in the early ’30’s and the onmiae ceiling 
years of business depression. The principal _jollingg 
weakness of the theory, however, was its de- Whe 
pendence upon past performance and the naive ee 
Common Stocks for Income expectation that a similar performance would be a 

pacts recorded in the future. Actually there were on we. 
and Price Appreciation the one hand quite an impressive number of con- divider 
= ae eee __ mon stocks which paid good dividends even in nid 
aa Divi. Recent Yield the worst of the depression years, while on the ee 
International Nickel................6.0. 000.000. 2.00 48 4.2 other hand an equally impressive number @ ole 
a ream peeem °° i aes bonds defaulted and suffered a drastic decline in ie 
a csasanaae ——— = eee ame ae value. But for the most part the stocks which this ee 
=< ae — TS proved to be the best storm cellar investements te 
Toh a es 4.0 — were not of the type favored by the proponents ie 
a soe J 3 of the long term investment theory, and _ the P " 
shouse Electic......................005 1.75(a) 104 _... bonds which defaulted never were rated as high stocks 
DS ob sip xe oko ane a awe eae ceeeeees 2.00 78 2.6 . grade. almost 
Owens-lilinois Glass... =... eee ee eeee eee 2.00 63 3.2 A new day, a new order. Milady’s fashions mating 
WMonsenbo Ghomiicel............cscsssescocsscee 2.00 100 2.0 change every season and fashions in investment invest 
a 078) Cractice also change, but the change is gradual J ™stah 
a ay a and more subtle like the change in men’s fash- which 
A ROO ions in clothing. Although most of the theories Whe 
of investment practice which were popular it lakes ¢ 

1929 have long been outmoded, some of them — ‘es: 
AUGU: 
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are still actively pursued albeit under a 
gmewhat different guise. 

There has, for example, in the past 
several years been a steady diversion of 
funds from good bonds and preferred 
stocks to bonds and preferred stocks of 


Selected Investment Issues 
For Dependable Income 





lesser quality. Taking advantage of un- 





precedently low interest rates and an 





almost insatiable institutional demand 
for good bonds, many corporations have 





retired outstanding bonds bearing 5 and 





§ per cent coupons, replacing them with 








refunding issues carrying interest rates 
much lower. In recent months many cor- 





porations with a high credit standing 





have even been able to refund 314 and 
4 per cent bonds at an important sav- 
ings in fixed charges. Prices of high 





grade bonds have risen to a point where 





purchase entails the payment of a sub- 





stantial premium, frequently in excess of 





the nearest call price, and average yields 





on the best public utility bonds have 





been forced down to about 2.5 per cent, 





while high grade industrial issues yield 
less than 2.8 per cent. 
As a result, bond investment income 





has suffered a severe decline and hardest 
hit has been the conservative individual 








investor. Even if the investor is able 





to accept this decline in income and is 





willing to pay a sizable premium for new 





purchases, with the bond market at peak 








levels there would still be the risk of 








capital losses. While there is nothing to 








suggest that a decline in high grade 





bond prices is imminent, interest rates 


Bonds 

—_ Price ice! Yield 
Minneapolis Power & Light 1st Ref. 41's 1978................. 101% 102 441 
Siren IONE oo 5 oo ce rrated eve chedieracinoameares 103 104 3.85 
N. Y. State Electric & Gas 1st 4144's 1980... ..............0055- 10214 104 4.33 
GI ENE conceded va tice ads yc caess wadnees 101 100 5.00 
Pirabisat W Ca  OTG Oo ove ci isk eens vecccenseseavams 105 10014 3.96 
Texas Electric Service 1st 5's 1960.... 0.0... cee ee 1041, 104 4.81 
iy A 2 | eh ne aera ee 105 981% 4.04 
eer NINE CUE 6 6.5.5 ors sawn cdesndiecevereademnr nee 104 104 4.81 

Preferred Stocks 

Issue Prive ym ; Finia 
SREP er Mr ree erer eT reer cre err 33 34 4.41 
Southern Calicmnla Ccteon "R S0. 50... 5 <n sic i cccccoccess as 28%, 29 5.17 
ERC WARN ee oo ooo. oi a Matec ccnceccnsvdesecssic NC 43 3.49 
iret NINO OF NONE El ooo osc cc cope dcenveduccasentesceen 105 105 5.71 
RICMAM OIC Sls ole ci iss o's eed wea nescccsescccsasas anes 110 110 4.55 
Coley Cate CI Wy GP ooo es sess once nse nacscecineeenes 120 109 6.42 

Common Stocks 

_ a ta ©. 
ComUORMNONI RENO 5 5 5 65/2 oc cone cade atic dean enue ceedeue 1.60 30 5.3 
Wrigley Dette ae a de rales 6 tle a ee eee on Gas 3.00* 84 3.6 
GIONS 85. ook aero otanceaaten one wewedtas 2.00 45 4.4 
a ERR ES AARON CRS ET 1.60 99 5.4 
Ue ee eee rere IE: 5.00 109 “— 
Pacific Gas & Electric...... Ngee Matec eters einer 2.00 33 : 6.1 
American Can. ............000- Pe EN NTT LES: 4.00 98 4A 
I URCN NIN Sets seerectpcc oss wevnsaie Sona Sento mewn ea acieins 4.00 80 5.0 





are so low now that they are more likely 


to harden than otherwise. Such being - 


*Plus extras. 


Non-Callable. 





the case the effect is to place a practical 
ceiling over the bond market and any 
rise in money rates will mean lower bond prices. 
Where declining interest rates has meant lower in- 
vestment yields and reduced purchasing power, investors 
have sought to bolster income by diverting funds to 
second grade bonds and preferred stocks, as well as 
dividend paying common stocks. Such a policy, how- 
ever, can be condoned only within certain definite limi- 
tations governed by individual circumstances. For 
many second grade bonds and preferred stocks and good 
common stocks it can be logically argued that the actual 
investment risk is more apparent than real, but when 
this argument is reduced to a practical basis what it 
means that some second grade bonds, some second grade 
preferred stocks and some dividend paying common 
stocks will prove dependable investment mediums under 
almost any circumstances. Even with the most discrim- 
inating care, however, it cannot be supposed that an 
investor will make no mistakes—and the percentage of 
mistakes is likely to be in proportion to the extent to 
which the practice of trading down is pursued. 
Whether the investor realizes it or not, when he under- 
takes a substantial diversion of his funds to second grade 
issues, he is in effect again indulging in the same dis- 
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credited practice of switching from bonds to common 
stocks, as the more desirable long term program. The 
only difference between now and in 1929 is that the 
practice today is pursued under the guise of “obtaining 
a fair return.” The investor may justly feel that his 
money should earn 4, 5 or 6 per cent—and why not, it 
always did before? Ten years ago the very best public 
utility, railroad and industrial bonds could be purchased 
to yield about 4.80 per cent. Today many second grade 
bonds yield less than 4.80 per cent. Securities can be 
found which will yield 6 per cent—even more—but the 
investor is warned against deluding himself that he is 
getting 6 per cent and safety. The difference between 
4 per cent and 6 per cent may not seem like much and 
may mean the difference between a comfortable and an 
insufficient investment income. But the additional 2 
per cent may be small compensation for the greater risk. 

Another conviction which took firm root in the pre- 
depression years was the stability of national industrial 
economy. Industrialists, economists and politicians vied 
with each other in hailing the New Era. Business was 
no longer to be subjected to violent cyclical changes, 
the stock market was a one-way proposition, and even 
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Representative Companies Which 
More in 1938 Than in 1929 


in national prosperity and cor. 
porate earning power. It is true, 
when business and industry are 
taken by and large, that at no 
time over the past ten years 
have volume and earnings ap- 


Earned 





















































Price Range* _— Price Range a proached within striking dis. 
Earned Per Share* 929 Divi- Recent 
Company 1929 1938 High Low High Low dend Price tance of the 1929 levels. Actu- 
Abbott Laboratories........... 1.23 2.43 13 9 65 53 1.00(ab) 63 ally, however, several industries 
Bower Roller Bearing.......... 0.84 1.50 18% 5% 29% 19% 2.00 28 and a sizable group of companies 
= ee 2.56 5.95 385% 25144 133 114 3.00(a) 129 were able in 1938—a year mid- 
Commercial Credit............. 3.68 4.60 44% 24 57 38%, 4.00 45 way between depression = Te- 
C jal Investment Trust 2.36 4.28 52%, 15 110% 106 4.00 52 covery—to earn more than in 
1929. There were about a hun- 
Douglas Alsoral. .......00200- 1.19 3.76 45% 121, 785 56 er 67 - 
dred such companies and among 
Int'l Business Machines......... 7.84 10.12 255 109 195%, 155 6.00(b) 188 ‘ . 
: = - the industries represented were 
ee : ’ 25 55 42 f , : Bi: 
Ee — Ba cca ba a included retail merchandising, 
H 5, 1 . . . 
Glenn L. Martin.............. 0.06 2.15 re Re 3956 27% 32 financing, aircraft, chemical, 
Monsanto Chemical........... 2.12 2.35 40%, 234% 111 853%, 2.00 100 glass containers, gold mining, 
Montgomery Ward............ 2.60 3.50 156% 425, 555% 40'/, 1.00(a) 50 textiles, machinery, beverages, 
ee Se eae 3.15 4.05 125 40 42 32 2.00 41 paper and drugs. 
DE MIOY «565s aus ns ces sane 4.66 5.40 105%, 66 944%, 174 3.00 89 On the other hand events of 
Scott Paper...............05- 1.56 2.31 23% 16 51% 45 1.60 51 the past decade have all but 
United Carbon................ 1.94 3.78 111% 40% 65% 52 3.00 63 eliminated the great railroad in- 





*—Adjusted to present capitalization. (a)—Paid this year to date. 


(b)—Plus stock. 


dustry from the field of invest- 
ment opportunities. In the util- 
ity industry last year, sales were 





if the market did experience recurring periods of tech- 
nical correction it wouldn’t decline far because the 
investment trusts held the bulk of stocks and there 
would be no sellers. All of which seems so ridiculous 
now, that it is even hard to find anyone who lent cre- 
dence to these theories a decade ago. They just didn’t 
disappear with the bull market, they apparently are just 
keeping low hoping that time will wipe out the memory 
of their fallacious reasoning. 

Or another suggestion—maybe they are now among 
the New Dealers who are repeatedly informing the coun- 
try at large that our national economy is entering an 
era of stability, that there are no more frontiers, and 
opportunities for private investment will become naore 
and more limited. In any event this is the theory which 
is beginning to permeate investors’ ranks, causing them 
to wonder if maybe there isn’t something in it. More 
and more investment funds are being attracted to those 
industries which have been favored by a relative degree 
of stability in their sales and earnings. Typical of these 
industries are packaged foods manufacturers, drug 
manufacturers, snuff companies, finance companies, etc. 

Whether or not the industrial economy of the United 
States is becoming static must remain a moot question. 
It cannot be determined now. There is, however, no 
question that the field of investment opportunities is 
becoming more circumscribed, as well as increasingly 
selective. This condition does not necessarily mark a 
trend which is likely to become increasingly aggravated. 
In fact, quite conceivably it is temporary, simply a mani- 
festation of the ever changing character of our economy. 
Some industries recede, others advance; some grow, 
others shrink; some die others are born. Failure of in- 
vestors to recognize these conflicting changes and take 
necessary cognizance of them may prove very costly. 

To most investors the year 1929 marked the ultimate 
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24 per cent larger than in 1929; 
earnings were 30 per cent lower. Gasoline consumption in 
1938 set a new high record and was 30 per cent above the 
1929 figure, but aggregate oil company earnings were 
50 per cent lower than in 1929. In 1937 steel production 
was not far short of the 1929 level but steel company 
profits were 44 per cent less. The shoe, cigarette and 
meat packing industries all did a larger volume of busi- 
ness last year than in 1929 but profits were much lower. 
Thinking back to 1929, certainly there were among these 
lagging industries at least several which invited invest- 
ment confidence. The oil, utility and cigarette indus- 
tries, for example, all favored by well defined secular 
growth, would have appeared to offer choice investment 
opportunities. That they haven’t is not the fault of 
investment judgment based on the promise of these 
industries a decade ago. All of them in the ensuing years 
have been subjected to adverse conditions which could 
not have been foreseen in 1929, but which did develop 
in ample time to permit investors to alter advantageously 
any previous convictions which they may have held. 

One of the most significant trends in our contemporary 
industrial economy is the narrowing margin of profit 
upon which practically all types of commercial and 
manufacturing activities are being conducted. Since the 
low point of the depression sales have recovered more 
rapidly than profits. A compilation made recently by 
the National City Bank of fifty of the largest companies 
for which sales figures were available disclosed aggregate 
sales amounting to $11,074,000,000 in 1929, profits were 
$1,073,000,000 or 9.7 per cent. In 19382, the worst of the 
depression years, the same group of companies reported 
sales of $4,707,000,000 and a deficit of $95,000,000. By 
1937, however, sales had recovered to $10,937,000,000, 
just short of 1929, but in 1937 profits totaled only 
$791,000,000, or 7.2 per cent of sales. Last year sales of 
these same fifty companies (Please turn to page 536) 
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“‘Carbide”’ Still 





Why Its Stock Will Remain 


A Premium Issue 


BY J. C. CLIFFORD 


have a habit of classi- 
lying the principal periods of man’s 
jast according to the materials of 
which he has fashioned his worldly 
gods. Hence the Stone Age, the 
Bronze Age and, currently, the Iron 
\ge. If the custom of historians and 
the trend of modern chemistry per- 
ist, posterity may well look back 
upon the present era as that which 
aw the beginning of an Age of 
Plastics. And should the scholars of tomorrow examine 
the record closely, they will probably find that Union 
Carbide & Carbon had a pretty important hand in the 
matter. 

Not that Carbide is alone in this remarkable new field 
or even the leader, if such there be. Dow Chemical, 
Monsanto and du Pont, to name only a few others, take 
it least equal rank. Indeed, Carbide is perhaps of greater 
importance as a supplier of intermediate materials— 
aldehydes, esters and vinyls—than it is as a producer of 
finished plastics. Nor is its business in plastics and base 
materials by any means the only string to Carbide’s 
versatile bow. For these are but a few of the products 
of its synthetic organic division which, in turn, repre- 
sents only one of the four principal phases of the com- 
pany’s activities. The others: calcium carbide and gases, 
alloys and metals, and electrodes, carbons and batteries. 

Long the backbone of its business and still of -pre- 
dominant importance, especially during periods of any- 
thing like normal activity in the capital goods industries, 
is the company’s calcium carbide and gases division. 
Chief products are calcium carbide and its derivative, 
acetylene, once merely an illuminant but now an essen- 








AUGUST 26, 1939 





Growing 





Courtesy Union Carbide & Carbon Co. 


Joining the top sections of a huge nickel dome for a brew kettle by 


oxy-acetylene welding. 


tial of the oxy-acetylene welding process and extensively 
distributed in large cylinders for welding and cutting 
and in small tanks for motor truck lighting, soldering. 
brazing and heating. Most of the company’s output of 
calcium carbide is used to produce acetylene gas as well 
as dissolved acetylene for farm and mine lighting and as 
a basic material for the synthesis of other chemicals. 
But some also is briquetted and sold for flood lighting 
purposes and for use in portable acetylene generators. 

Oxygen, hydrogen, nitrogen and such rare gases as 
argon, helium and neon are supplementary and closely 
related products finding use variously in the oxy- 
acetylene process, oxygen therapy as for pneumonia, the 
hydrogenation of oils and fats and the treatment of 
metals, the production of incandescent lamps and the 
manufacture of luminous tube signs. Of greater impor- 
tance sales and earningswise are steel-conditioning ma- 
chines and processes and oxy-acetylene cutting and weld- 
ing equipment. A comparatively recent development is 
Carbide’s “Unionmelt,” a high speed electric welding 
process that is finding rapidly widening application in 
the manufacture of ships, railroad rolling stock, pipes, 
tanks and structural shapes by virtue of the high 
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strength, uniform welds obtainable at lower cost than by 
methods formerly used. 

From even so brief a review as the foregoing of merely 
one of the company’s divisions it is not difficult to sur- 
mise that Carbide’s business as a whole must virtually 
spreadeagle the field of modern industry. So it does 
for there is scarcely a single phase of present day manu- 
facturing or transportation into which the company’s 
products do not find their way in one form or another. 
Which, of course, immediately raises the question of 
whether the company’s very considerable growth over 
the past two decades has been merely aimless mushroom- 
ing or logical development, and whether there is any 
interrelation from either a production or marketing 
standpoint to justify the apparent diversity of its inter- 
ests. The answer is that there has been logic aplenty 
in Carbide’s growth and that its activities are very 
closely related indeed from the production angle and 
reasonably so from the standpoint of marketing. 

Origin of Union Carbide & Carbon was a four-way 
merger in late 1917, effected without benefit of bankers 
or stock fees for promotion. In its first year of existence 
it was a strapping war baby which it may become again 
though its past and potential contributions to construc- 
tive enterprise far outweigh those to the technique of 
destruction. But whether it be mustard gas to lay a man 
low or an oxygen tent to revive him, Carbide will be 
there with the goods. 

If the company’s unbroken record of earnings and 
dividends marks it as a blue chip among investments 
it is only because its scientific lineage and rearing have 
established it as a blueblood of the chemistry industry 
which, in turn, is distinctly upper crust in the economic 
social register though a parvenu in comparison with the 
musty dowagers of steel and mining. Born of the electric 
furnace, an offspring of the carbon arc, Carbide owes its 
present standing to a policy of continuous research 
through good times and bad alike, directed toward the 
development of new products and new uses for existing 
products, more economical manufacturing methods, and 
quality control of raw materials and finished products. 
Physically, its growth has been a combination of merger, 
acquisition and internal expansion notable for its 
absence of growing pains. In its 22 years of existence, 
the company has absorbed 17 independent concerns 
which, together with others it has formed itself, comprise 


its present list of 26 principal operating subsidiarig 
A descriptive list of its products took up 14 pages of jt; 
1938 annual report as compared with 5 pages in 19, 

As for the interrelation of the company’s activitig, 
it is of interest to note that the latter are pretty wel 
centered about the electric furnace from which come 
calcium carbide and, hence, acetylene and from which 
also have been developed the chief products of the alloys 
and metals division—chromium and columbium {y 
stainless steel, calcium and _ silicon alloys,  efficien 
deoxidizers used in the manufacture of steel, tungste: 
and vanadium to add strength and hardness, silicon ty 
impart special electrical properties and manganese, essep- 
tial to the production of nearly all grades of steel, tp 
improve hot-rolling properties and add toughness; als 
“Haynes Stellite” non-ferrous alloys of cobalt, chromiun 
and tungsten which have almost diamond hardness at 
red heat and are widely used in high-speed tool steel anj 
all machine parts requiring a high degree of resistance 
to abrasion. 

From coal and air comes carbon, base material of 
products turned out by the company’s electrodes, car. 
bons and batteries division. These fall into two genenl 
groups: (1) carbon products proper and (2) small elec. 
trical accessories or equipment of which carbon in some 
form is a component. In the first group are carbon and 
graphite electrodes ranging in size from tiny batter 
carbons to huge jobs weighing several tons and used in 
electric furnaces for the production of steel, ferro-alloys 
and non-ferrous metals; graphite anodes used in the 
manufacture of chlorine and other electrochemical prot- 
ucts; lighting carbons for motion picture projectors and 
photography; carbons for electric welding; carbo 
brushes by the million for electric motors and generators 
and an increasingly wide range of carbon specialties 
such as lightning arresters, industrial and solarium ar 
lamps, circuit breakers, telephone discs, and activated 
carbon which is used in the extraction of gasoline from 
natural gas and in gas masks. 

In the second group are the familiar “Eveready” ani 
“Columbia” brands of dry cells and radio batteries 
flashlights and mazda miniature lamps. The company’ 
“Aircell” wet batteries, which are practically unique it 
that they literally “breathe” oxygen from the air throug 
a carbon “lung,” do not require distilled water and de 
liver a practically constant voltage, are currently muc) 
in demand by reason of the present popularity 0! 
portable radios. 





Earnings, Dividends and Price Range 


Earned Divds. Paid 


per Share per Share High 
BRD Ss bea seewe ects cusaneuasee $3.94 $3.45 140 
A ee eT ee 0.98 1.40 36% 
NGS b aLviecaecksenese eo nenenns 1.572 1.00 51% 
PR iss donc aca bE Delp a me woke 2.25 1.30 50% 
| Ae eae Sener 3.03 1.70 75% 
APBD S cnkbisaccumsuanasasiaee 4.09 2.60 105% 
ON eRe rie cig amkun rena cm etait e 4.75 3.20 111 
ae ere re ee 2.77 2.00 90% 
SEOD Snkiovassacbakeb ose leese 1.184 1.40b 90V2b 


a—For six months ended June 30. b—For the year to date. 


Price Range 


Baby of the Union Carbide family and sub- 
ject to all the loving care generally lavished 
the youngest child is the synthetic organi 
chemicals division which we met earlier in thi 
article. Even the neighbors recognize it as! 
59 prodigy and its stolid but proud parent describes 


Low 


15¥2 it thus: “In recent years, processes and reactiot! 
— have been developed through chemical researt! 
= ” which permit building up of desired organic coll: 
715 Pounds. This is called synthesis and the prot: 
61y, ucts are known as synthetic organic chemical 


57 These products are utilized by widely divers: 
65%2b fied industries, sometimes to replace chemic#! 
with less desirable characteristics, but more fre 
quently in connection with new __ process 


based upon distinctive properties of the me 
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compounds. The synthetic or- 
ganic chemicals now available 
cover a Wide range of alcohols, 
ethers, esters, ketones, alde- 
hydes, amines, chlorinated hy- 
drocarbons, resins and _ acids, 

They are used in the textile 
(including rayon), lacquer, au- 
tomotive, chemical, pharma- 
ceutical, paper, petroleum, pho- 
tographic, printing, rubber, 
explosives, and many other in- 
dustries.”” 

In less formal language, what 
Carbide is trying to get across is 
that while its other divisions 
may be more important from 
the standpoint of current earn- 





ings, its breadwinner some day 
wil probably be the synthetic 
organic division. And it has in 
mind not only chemical skill but 
also economic ingenuity. Ethyl- 
ee glycol, for example, was 


just another esoteric sounding 
laboratory product until one 


of the company’s dollar minded 
researchers decided there might 
bea market for it as a radiator 
antifreeze called “Prestone.” 
Hydrocarbon gases, used as 
fuels and refrigerants, gasoline 
derived from natural gas and oil cracking and _ sold 
in bulk to oil companies. “Vinylite” resins for count- 
less uses, grain aclohol made not from grain or molasses 
but by hydrating ethylene, carbon dioxide for dry ice— 
these are but a few of the company’s achievements in 
the field of chemical synthesis. One of its latest and 
not yet on the market is “Vinyon,” a new rayon yarn 
suid to be superior to du Pont’s “Nylon” for some pur- 
poses and now being extensively tested by several rayon 
manufacturers. Even more recent is a new safety 
glass binder, a vinyl resin plastic developed jointly with 
du Pont and Monsanto at a cost of $6,000,000, and to be 
used in all glass going into General Motors 1940 models. 
Achievements like the foregoing are possible only 
through continuous research which, in turn, is possible 
oly by virtue of an impregnable financial position. 
It is not surprising, therefore, to find that at the end of 
1938. Carbide’s cash holdings alone of $31.055.735 were 
Well in excess of current liabilities of $17,588,747 as of 
December 31, while total current assets amounted to 
$107,535,901. Depreciation and depletion charges last 
year were nearly 6 per cent of net fixed property account. 
Patents and goodwill are carried at a nominal $1 and as of 
December 31 there were no bank loans outstanding. 
Preceding the company’s 9,090,288 common shares 
are $40,000,000 of 3 per cent debentures due in 1953 and 
placed privately last year with three large insurance 
companies. Proceeds were used to refund $16,000,000 
of 314 per cent debentures and subsidiary funded debt of 
$3,119,000, to finance construction expenditures totaling 
more than $7,000,000 last year for additional facilities 
for the production of “Driox” liquid oxygen, tungsten, 
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Multiple flame oxy-acetylene cutting machines which can be used to cut several identical 
shapes from one pattern at the same time. 


vanadium and other alloys, carbon electrodes and organic 
chemicals, and to add to inventories. In the latter con- 
nection, it is of interest to note that it is Carbide’s policy 
to build up supplies of ore and ferro-alloys during periods 
of lowered operation in the steel and transportation 
industries, thus permitting more continuous employ- 
ment of skilled personnel and more uniform use of avail- 
able hydro-electric power—both of which are of prime 
importance in decreasing labor turnover and meeting 
fluctuating industrial demands with minimum capital 
investment. 

Carbide’s earnings record marks it as a growth com- 
pany for in both 1936 and 1937, when its common share 
earnings amounted respectively to $4.09 and $4.75, it 
bettered the previous peak of $3.94 for 1929. In 1938 
net per share dropped to $2.77 but the company is stag- 
ing a strong comeback this year and for the first six 
months reported $1.18 per share as compared with 
89 cents for the same period of the preceding year. 
Annual dividends on the present stock (old shares were 
split three for one in 1929) have never totaled less 
than $1. Last year dividends declared amounted to $2 a 
share against $3.20 the year before. Payments to date in 
1939 include a 40-cent dividend declared before the turn 
of the year and two 50-cent quarterly distributions. 

What of the future? Almost certainly further growth! 
For though it operates some 170 plants in this country 
and Canada, and some more abroad, though its quest 


‘for raw materials and cheap power has already carried 


far into the fields of quarrying, mining and hydro-electric 
power, and though it has grown to be a $300,000,000 
enterprise, Carbide has lost none of its agility and vigor. 
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As the Trader Sees Today’s Market 


Seven Groups in the Dividend Forecast 
Considered for Technical Action 


BY FREDERICK k. DODGE 


In the current issues of the Dividend Forecast, of which this 
is the third and last part, the Trader looks at the charts of 
group action shown opposite and indicates his opinion of the 
technical behavior of each. The facts and figures bearing on 
these industries will be found in the Dividend Forecast begin- 
Eprtor’s Note. 





ning on page 502. 


/ immediately after going through the previous 
rally top made in June the market stalled only a short 
distance higher and despite numerous attempts failed 
to extend its gains. In this situation it was vulnerable 
to a fresh attack of nerves over the European deadlock, 
breaking on small volume decisively below the June 
peaks. The result was to leave intact the upper line of 
descent formed by the tops registered last October and 
November and in March and July of this year. The 
picture of falling tops has been altered only slightly by 
the recent rally, but on the other hand the action over 
the past four months considered alone is definitely 
encouraging. 

Behavior ot the Construction group has been poorer 
than that of the market as a whole since the beginning 
of the year. After penetrating the October top in the 
following month, which was not accomplished by the 
broad average, the group came back very close to its 
September low at the end of January. On the March- 
April decline the worst prices of early 1938 were nearly 
duplicated and the ows for 1937 were broken by a wide 
margin. Since April no impressive rallying power has 
been shown and the group is now far below the Munich 
lows of last September whereas the general market is 
somewhat higher. There are visible the beginnings of 2 
base in recent movements and there would undoubtedly 
be reason to consider these issues fairly well deflated, 
but nothing in the action as yet suggests aggressive bull- 
ishness. The group, as will be seen in the accompanying 
table, is exactly where it was four years ago when the 
market was at the same level but it is almost 20 per 
cent below the point reached early in the rally of 
June, 1938. 

The Copper and Brass group succeeded on the rally in 
breaking through the upper line formed by four descend- 
ing tops since last October, although this characteris- 
tically volatile group of issues has now fallen back below 





the bottom made last September. The progress made 
over the level of August, 1935, is impressive as was the 
ability to hold at its worst in April some eleven points 
above the low made early in 1938. The test of the up- 
tiend in the Copper and Brass group appears fairly 
imminent. 

Department Stores behaved well during the fall and 
winter when their business was in its seasonal uptrend, 
but since then the action of this group has been rather 
poor. The January dip carried these issues below the 
levels of the Munich break and the most recent decline 
has again brought the group below that point. The line 
formed by the series of lower tops, however, was pene- 
trated by the rally despite the fact that individual issues 
have acted as very noticeable drags on the group. Even 
the mediocre record of these stocks in 1939 cannot ob- 
scure the fact that on a percentage basis they have held 
far above their lows of 1938 and definitely above those 
of 1937. Outlook for consumer purchasing power and for 
profit margins in the approaching seasonal bulge should 
begin to be tested in market action fairly soon. Depart- 
ment Stores are now selling almost exactly where they 
were in August, 1935. 

One of the best examples of longer term group prog 
ress is that afforded by the Mail Orders. As will be 
seen from the table, four years ago when the general 
market was at today’s level the Mail Orders were at 54; 
in June a year ago they were at 67; and now they have 
advanced to 85 after making a new high above 90, which 
was decisively above the 1938 high mark. The recent 
price for this group is within a point of the 1938 high and 
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The Market Average Hides Large 
Group Changes 


August 3 June 25 August 12 

1935 1938 1939 
Combined Average (316 Stocks)... .. 58.8 59.3 58.8 
SORE OOP OT EOE ' 31.4 38.5 31.3 
ea NG ooo io.c ec oe ee te oa ss 54.4 84.1 87.7 
Department Stores.......... : ree 20.7 19.0 20.1 
MN pac sna eeebekis 54.3 66.8 85.1 
Pe ee re ‘ , 138.6 159.5 134.5 
ND esi ohais- ss ka 00 64% ; 65.7 98.1 75.2 
Variety Stores......... ere : 276.9 188.6 231.9 
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it is possible that some difficulty may be experienced in 
holding above this range which has stopped all but one 
of the previous attempts to get through. Action over 
the last few weeks, however, has been in line with the 
excellent behavior of the group over the past few years 
and the picture remains encouraging from a technical 
standpoint until some evidence of weakness becomes 
visible. 

The Metals group includes producers of silver, lead, 
inc, nickel and alloying metals. The influences affecting 
these enterprises are of widely varying natures and con- 
dusions drawn from group action should preferably be 
checked against that of individual issues. Like the Cop- 
pers, the Metals succeeded late in July in breaking 
through the line formed by previous descending tops 
and they have so far held above that line in their set- 
back along with the market as a whole. Unlike the Cop- 


pers, however, the Metals are now actually below the 


low point registered in 1937. Their poor action over the 
longer term is also to be seen in the comparative levels 
shown in the table. Having begun the formation of a 
promising base, the Metals should be required to hold 
stubbornly somewhere near current levels if they are to 
demonstrate their ability to change their long-term trend 
in the near future. 

The latest point charted in the case of the Petroleum 
group represents a new low since 1935. It is also notice- 
able that this is an exception to the great majority of 
groups in its failure to register a bull signal under Dow 
Theory on the latest rally. The group is still close to 
ten points above its level in the summer of 1935 but its 
decline from the position on the June, 1938, rally is the 
most extensive of all surveyed here. Market action to 
date is unmistakably bearish, combiring. as it does a 
failure on the upside with a subsequent decline below 
previous lows and a very evident adherence to the down- 
ward path set by past action. Whether the turning point 
is close at hand or not—and this would seem likely if 
the general market is to move ahead—there is nothing 
visible as yet in group behavior to justify any possibly 
premature attempt to call the turn. 

Variety Stores have made persistent efforts to rally 
above the high mark set last November and have by a 
very narrow margin succeeded in joining the select com- 
pany of groups whose 1939 highs are above their 1938 
peaks. Another point that might be interpreted hope- 
fully is that this group, while still substantially below 
its level of four years ago, has shown progress since June 
oflast year. Of all those charted here it is the only one to 
hold above its low of last September in the general weak- 
ness this spring. The resistance to advance around 243 
to 244 is apparent and it has succeeded in stopping the 
group on four separate occasions. If the July low can 
be held the implications will be promising and even a 
failure to hold this level would not be enough to make 
the picture a discouraging one. 

While the broad market average made its high in 
October last year and in the following month failed to 
equal the previous peak, four individual groups managed 
to move higher in November than in October. As an 
indication of sustained strength such action might have 
been interpreted very bullishly. The four groups, how- 
ever, were Construction, Department Stores, Petroleum 
and Variety Stores. All of (Please turn to page 534) 
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\\ HATEVER doubts and un- 


certainties there may be in 
Europe and in domestic poli- 
tics. business activity in the 
first half of this year averaged 
far above that in the first half 
of 1938 and the trend, turning 
for the better from the reces- 
sion low of April, is now point- 
ing up. This is reflected favor- 
ably in a majority of the half- 
year corporate earnings state- 
ments now available. 

Despite the lapse of the un- 


Part IIl—Merchandising, Build- 
ing Materials, Oils, Metals, 


Miscellaneous 


Issues 





Two fundamental factors, the industry and the com- 
pany itself, are used to form our ratings. The 
letters, A, B, C, D, are used in connection with the 
industry according to the current and prospective 
activity in the field. These letters are not con- 
cerned in any way with individual companies. The 
numbers, |, 2, 3, 4, are used for rating the company 
on its earning power, current and prospective. 


INDUSTRY 


A—Active, further progress indi- 
cated. 


B—Active, further progress may 
slow. 


C—Depressed, prospect for re- 


COMPANY 


1—Good earning power; sub- 
stantial gains indicated. 





2—Imp t in ings ex- 
pected. 


3—Gain in earning power may 


Appraisal and Special 
Mid-Year Dividend Forecast 


substantial extra payments. 

Part III of our Mid-Year 
Dividend Forecast is here pre- 
sented, covering the industries 
listed at the top of this page. 
Part II was presented in our 
issue of August 12, and Part I 
in our issue of July 29. 

The tables are accompanied 
by our investment ratings, ex- 
planation of which is presented 
at the left. As an added service 
feature, issues favored for safe 
income are marked with a star 





distributed earnings tax, there 
is a tendency toward reason- 
able liberality in dividend 





policy, especially on the part 

of strong companies well fortified 
with cash. Increased or resumed 
dividends greatly exceed reduced or 


this trend should continue and later 
in the year should produce some very 


covery favorable. be slow. a 
symbol; issues favored _ for 
D—Depressed, no nearby im- 4—Earnings outlook  unfavor- ° me 
prover ent indicated. able. cyclical appreciation — poten- 
tialities with a dagger symbol; 
and issues which have paid 
omitted dividends. Barring war, — substantial dividends for ten con- 


secutive years or longer with an 
asterisk. 





Retail Trade Showing Vigorous Recovery 


Sales Running 6 Per Cent Ahead of Last Year 


A RECENT report by Secretary of 
Commerce Hopkins placed the total 
volume of retail trade in the first 
six months of 1939 at $17,900,000,- 
000, an increase of $1,000,000,000 or 
6% over the same months last year. 
Each of the first six months made a 
better showing than a vear ago, with 
the most impressive gains 
registered in the second quarter. The 
gain in unit and tonnage sales was 
even larger than shown by dollar 
volume. During the first half of the 
current year prices of general mer- 


being 


502 


chandise averaged about 2.5% below 
a year ago, while food costs averaged 
about 3.5% lower. 

The most impressive gains this 
year have been those shown by the 
two leading mail order companies. 
Sales have been setting new records. 
All mail order sales in the first six 
months increase 14%, the best rela- 
tive showing among the major retail 
groups. Rising mail order sales re- 
flect not so much accelerated farm 
buying as they do the vigorous com- 
petitive gains made by Sears, Roe- 


buck and Montgomery Ward in ur- 
ban areas where both companies op- 
crate large department stores. More- 
over, both of these companies now 
permit customers to buy practically 
any article in their stores or cata- 
logs through installment plans. This 
has given them a strong competitive 
advantage over the single-unit de- 
partment store, which as a general 
rule does not extend the privilege of 
deferred payments to “soft goods.” 

Department store sales as a whole 
were 3% ahead of last year in the 
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frst six months. The gains among 
individual companies, however, were 
by no means uniform. Some of the 
best comparative figures were shown 
by stores serving industrial areas, 
which have benefited this year by 
the more sustained level of tie ; 
ment and consumer purchasing 
power. In the New York area, sales 
have been about the same as a year 
ago, With some stores even falling 
behind. Consumer demand in New 
York has lagged behind that of the 
rst of the country and apparently 
the presence of the World’s Fair in 
the metropolitan area has failed to 
have the stimulating effect that was 
anticipated earlier in the year. Mean- 
while, New York stores are burdened 
with relatively higher overhead costs. 

Like department stores, variety 
chains’ sales also lagged behind the 
average for all retail sales in the first 
half of this year. Variety sales were 
only 4% ahead of last year but gains 
inrecent months have widened and 
for the full year promise to be well 
ahead of 1938. Sales of grocery 
chains were up about 6% through 
June, and the rate of increase is 
growing. 

For all leading retail divisions the 
earnings outlook is better than indi- 
cated by comparative sales. Depart- 
ment store earnings should be bene- 
fted by firm retail prices and im- 
proved inventory situation. While 
overhead taxes and other costs con- 
tinue inflexible many individual 
companies have found it possible to 


introduce various economies. Vari- 
ety stores will show better earnings 


this year but the gain will not be 
pronounced. This, however, is in line 
with the relative stability of sales 
and earnings of this group under 
practically all conditions. Leading 
mail order companies along with 
general line chains will probably turn 
in the most impressive earnings per- 
formance. Grocery chains likewise 
promise to record good percentage 
gains over last year. The relation- 
ship between wholesale and_ retail 
grocery prices has improved in fa- 
vor of somewhat wider profit: mar- 
gins. Moreover, grocery chains are 
finding it both expedient and eco- 
homical to close the least profitable 
stores, replacing them with a large 
single unit of the super-market type. 
This policy has not only resulted in 
important savings but has also in- 
creased sales to a point more than 


AUGUST 26, 1939 





Position of Leading Merchandising Stocks 








” Rerned Per Share Price pense 
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1st 6 mos. Recent Divi- Market 
Company 1938 1939 High Low Price dend Rating COMMENT 
Allied Stores....  0.59(a) NF 114%, 6 B-2 Current earnings better but divs. 
not imminent. 
American Stores.. 0.04 0.33 1442 8%, 0.25(J) B-2 Outlook better. May pay an- 











other small dividend. 



































































































































Arnold Constable 0.85(a) NF “30 9, 0.50 B-3 “Sales lag but earnings better. 
Further dividends likely. 

heme. Dry Goods do.70(a) NF 10% 532 B-2 Earnings up but divs. remote. 

*Best & Ce Bi ci 3.35(a) 1.18 57% 38 1.45(J) B-3 Earnings off on higher costs. 
Dividends secure. 

tFed. Dept. Stores 2.45(a) NF 26% 183%, 1.00 B-2 Higher earnings and divs. likely. 

* First Nat'l Stores 3.38(b) NF 51 381% 2.50 B-2 Divs, well supported by 

Gimbel Bros..... d0.76(a) NF 13% % B-3 No imminent action on divs. 

*Grant, W.T.... 2.03(a) NF 35 243/— 1.40 B-2 Will probably pay year-end 
extra. 

*Green, H.L — 2.83 ; NF 35% 24% 1.60 B-2 ~ Paid ; $2. 20 in in 38. May pay 
more this year. 

Interstate Dept. St. d0.69 NF 144%, 8%, B-2 ~ Common divs. unlikely this year. 

*Jewel Tea 5.09 2.57 85 68 4.00 B-2 ~ Good record of stable earnings 
lends appeal. 

*Kresge,S.S.... 1.64 NF 263%, 20 1.20 B-2 Outlook favors moderate earn- 
ings gain. 

*Kress,S.H..... 1.38 NF 293%, 24 % 60 B-2 Prospects Improved. ‘Divs. fairly 
secure. 

+tKroger Grocery 2.04 1.25 29% 20% t 1.4500) B- 2 " Eamlags show impressive gain. 

Lerner Stores....  2.89(a) NF 3234 23 2.00 B- 2 "Dividends generous but secure. 

Macy, R. H. 1.42(a) NF 43%4 291% 2.00 B-3 Sharp decline in net places divs. 
in doubt. 

Marshall Field 1.04 0.09 15%p 9% B-2 ine improve but divs. un- 
ikely. 

*May D pt. Stores 3.10(a) y NF 5234 4034 3.00 B-2 Outlook favors good gain in '39 
earnings. 

McCrory Stores 1.48 1.67 144, 9% B-2 Paid 75 cents in '38. Larger 
dividends likely. 

* Melville Snoe. 3.59 2.44 624%, 46 3.c0 B-2  Eamings provide ample div. 
ccverace. 

tMontg. Ward. 3.50 NF 557g 401% 1.00(J) B-2 Sales at record levels. Further 
dividends likely. 

*Murphy, G. “. 4.77 NF 70 50 3.00 B- 2 Prospects suggest possible ex extra. 

*Newberry, J ry 4.05 NF 42 32 2.00 B-2 Sales up. May pay extra. 

+tPenney, J. C. 5.40 2.33 943, 74 3.00 B-2 Paid $4.25 in '38. Higher divs. 
in prospect. 

*Safeway Stores. 4.02 2.96 4834 2735/4 2.00 B-2 Earnings running well ahead of 
‘38. Dividends sec secure. 

tSears Roebuck 4.18(a) 2.42 803% 601%, 3.c0 B-2 Paid $5.50 in '38. Current pay- 
ments may be higher. 

Shattuck, F. G.. 0.43 0.09 113%, 7% 0.40 C-3 Divs. speculative. Earnings Sates 

Spiegel, Inc. . 0.91 0.36 16% 9% 0.15(3) B-2 Earnings up. May pay another 
dividend. 

2.95 NF 50% 41%, 2.40 Sales up. ‘Dividends secure. 


£ Woolworth 


(a)—Year pean Jan. 31, '39. 
NF—Not available. *—Safe income. * 


(b)- Year ended Mar. 31, °39. 
yclical appreciation. 


B-2 


(d) Deficit. (J)—Paid this year. 





sufficient to offset the elimination of 
smaller stores. Another favorable 
factor in the outlook for 
and other chains as well has been 
the incidence of discriminatory taxa- 
tion. There appears to be a growing 
public reaction against anti-chain 
legislation of the Patman type, on 
the one hand, while on the other, 
‘al State and Federal judiciary 


grocery 


seve 


rulings have found chain store taxes 
illegal. 

Retail trade as a whole is one of 
the most stable industrial groups. It 
likewise offers the widest choice of 
issues for investors seeking depend- 
able income. Among this group also 
are a number of issues which promise 
higher or extra dividends over the 
months ahead. 








;- Commissioner of Labor Statis- 
tics testified recently before the so- 
called Monopoly Committee that 
merely to maintain its present stand- 
ards of housing this country must 
build a minimum of 525,000 homes 
annually for the next ten years. 
Such a rate would represent an in- 
crease of 60% over construction ac- 
tivities in the residential field last 
vear which was in turn the best 
year since 1929 in this respect. Other 
estimates place the figure as high as 
twice the 525,000 homes mentioned 
hy Commissioner Lubin; the Na- 
tional Housing Committee calculated 
last year that there existed a short- 
age of 2,000,000 dwellings according 
to the housing standards of 1930, and 
the rate of obsolescence is high and 
uninterrupted. 

The housing shortage has been a 
widely discussed fact for many years, 
however, without any signs of ful- 
filling the frequent predictions that 
2 building boom was just around the 
corner. Even with the Government 
insuring mortgages at a record pace 
through the Federal Housing Ad- 
ministration we have not begun to 
approach the building activity of 
the late twenties and there seems to 
be no possibility that we shall soon 
do so. At least it is encouraging to 
realize that progress is being made, 
that it has continued unchecked 
through a serious. business slump, 
and that the conditions which might 
eventually lead up to a_ building 
boom age perhaps move closely ap- 
proximated today than at any time 
in the past decade. 

In the first six months of 1939 the 
total of all types of construction 


placed under contract was 31% 
ahead of the same period a year 
earlier, while residential volume 


alone contributed the outstanding 
gain of more than 60%. In view of 
such gains the first-half earnings re- 
ports of most major companies en- 
gaged in the manufacture and distri- 
bution of construction materials 
might be considered disappointing, 
but it must be remembered that sev- 
eral factors contribute to a lag be- 
tween plans for new building and 
increases in the suppliers’ profits. 
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Position of Leading Building Stocks 
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1st6 mos. Recent Divi- Market 
Company 1938 1939 High Low Price dend Rating COMMENT 
Alpha Port. Cem 0.37 1.09a 19%, 123%, 16 1.00 B-3 Prospects favorable for mainte. 
ee nance of 25c¢ quarterly divds, 
Am. Encaustic Til. d0.06 0.03E 53% 2% 3 B-3 No dividends until current posi. 
—s tion improves. 
Amer. Radiator.. d0.08 0.08 18% 101% 11 0.156 B-2 Dividend resumption possible 
a later in year. 
Armstrong Cork. 0.77 NF 58 33% 39 0.756 B-2 Trend of business helps 25c qua. 
eS Oe eee terly dividends. 
Celotex......... 0.60c¢ d0.10f 191% 10 11 B-2 Last half should be better by 
ee ee Re, bi eek ci al, dividends doubtful. 
Certain-teed Prod. d0.43 d0.41g 13 61% 7 B-2 Arrears on preferred make com. 
(2 Se ee Nd et eo eee mon dividends remote. 
Congoleum-Nairn 1.02 0.73 30% 19 25 0.756 B-2 Divs. should exceed last year's, 
Crane Co....... 0.25 0.45a 38 19% 20 B-2 Return of profits should bring 
_ dividends later. 
Devoe & Ray- Dividends may be resumed this 
nolds"A".... d2.8¢h 0.461 32% 18% 22 i... BoB __ year. 
Flintkote........ 1.21 0.915 31% 16144 20 0.606 B-2 Increased earnings will permit 
fn Penge eae ayes larger dividend. 
General Bronze.. 0.23 NF 4%. 2% 3 B-3 Bond maturity next year and slug. 
pai _ ei err Pears gish earnings make divds. unlikely 
Holland Furnace 2.53 0.21 51 311% 38 2.00 B-2 Earnings trend supports current 
neler : Pate a eee Sh : dividend rate. 
jJohns-Manville.. 1.09 = 1.11 165 65% 71 (0.506 ~—B-2_ Divs. should increase with earings 
Lehigh Port.Cem.  C€.63 1.83a 25 17 21 1.066 B-2 Latest payment 3714 and in. 
a ee bent ae ae ___crease should be maintained, 
Lonestarcement. 2.51 = 1.56 62 41% 43 3.00 B-2 Coverage for $3 rate is improving, 
Masonite... .. 1.935k 1.171 57 341 42 1.50b B-2 Earnings have been somewhat 
Teel — lower but should gain later. 
*Minn.-Honey- Strong pickup in profits buoys 
_wellRegulator, 1.42 0.47 85% 54% 56 __ 2.00 B-2 dividend rate. 7 
Nat'l Gypsum. . 0.49 0.45 164, 91%4 12 ye B-2 Though profits are doubling, divi- 
eee ae eee ends may not come diatel 
*Otis Elevator... 0.76 0.69 27g 16% 19 0.6C0b B-2 Quarterly rate now 25c¢ and 
7 Op ee) ae eee ere Sa ____ should be maintained 
Para‘fine Cos..... 2.44a 2.03m 60%. 411% 45 3.00 B-2 Profits growing, dividends will 
~ - sie Ms cm sien ee ___s cont generous. 
Penn-Dixie Cem.. d1.90 d1.46a 544 3 3 B-3 Some pickup in results but divi- 
Pe as wis ends ont of question. 
*Ruberoid 1.30 0.52 34 18 20 0.60 B-2 Increase in dividend rate likely in 
a Se 
*Sher.-Williams.. 2.42k NF 113% 6&3 90 3.00b B-2 Profits estimated substantially 
above year ago; dividends point 
_ Se ee eee : ing higher. 
7*U.S. Gypsum. 3.50 2.38 1393 77 86 2.CO B-2 Growing earnings should permit 
tes _________s an extra divd. later. 
*yale & Towne 0.14 0.03 334%, 21% 22 0.60 B-3 Dividend should be maintained 


and may very likely be earned, 





*—Substantial cash dividend cver 16-year period. 
z—Twelve months to June. 
gs— March quarter. 
k—Year to August. 


Estimated. A—Actual. NF—Net available. 
to October. d—Deficit. {—6 mos. to June. 
May. j—28 wecks to July 15th. 


j—Attractive for cyclical appreciation. E— 
—Paid last year. c—Year 
h—Year to November. i—6 mos. to 
I—40 weeks to June 3. m—9 mos. to’March. 





First of all is the delay in ordering 
materials after contracts are award- 
ed; then there is the effect of cau- 
tious buying on the part of jobbers 
of the materials, which may obscure 
for a time the pickup in sales. Fur- 
thermore, a good part of total vol- 
ume is normally in the supplying of 
materials for repairs and this type 
of business tends to remain stable 
im comparison with new construc- 
tion. 

The majority of companies have 
nevertheless shown gains’ which 
point the way for greater progress 
to come if the trend in building ac- 
tivity can be continued. Prices have 
been anything but volatile and this 
whole question is under thorough 
examination by Assistant Attorney 


General. Arnold’s office. Whatever 
else is to come of the investigation 
there is little doubt that the build- 
ing material suppliers must depend 
on increased volume rather than 
higher prices for expansion in earn- 
ings. During the last half of the 
year volume comparisons will be 
with a much more active period and 
it is conceivable that in some cases 
the peak for the time being has al- 
ready been seen. Over the remain- 
ing months of 1939, however, the 
trend for the majority of this group 
will continue moderately higher bar- 
ring some upset in general condi- 
tions, and over the longer term both 
arnings and dividends of the better- 
situated building material concerns 
should improve. 
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Position of 


= the continuation of steady 


long-term gains in the consumption 
of petroleum products the last few 
months have witnessed what 
amounted to a temporary breakdown 
of the balance between supply and 
demand. Stocks of gasoline in par- 
ticular had been built up earlier in 
the year in advance of the usual sea- 
sonal bulge in consumption, and 
when the bulge came as scheduled 
both production and refining were 
held to such high levels that both 
crude and gasoline prices suffered. 
The spectacular step taken to meet 
this situation is a complete shutdown 
of the larger wells within six states— 
Texas, Oklahoma, Kansas, New 
Mexico, Arkansas and Louisiana—by 
order of the various state bodies con- 
trolling oil production. The effect 
will be to suspend for fifteen days or 
longer some two-thirds of the na- 
tion’s oil production and, if the ex- 
pedient works out as hoped, to cut 
down supplies so that buyers of crude 
will be willing to pay at least $1 a 
barrel for their needs. 

The outlook for the success of the 
maneuver is directly affected by the 
existence of a number of states which 
do not control their production by 
any proration laws. Such a state as 
Illinois, for example, while not as yet 
contributing any important part of 
the nation’s crude oil, influences the 
market for the commodity to a de- 
gree far out of proportion to its pro- 
duction. The first effects of the 
shutdown orders, however, have 
been to stiffen the price of gasoline 
and there seems to be an excellent 
chance that the improvement now 
yong on in the statistical position 
will enable the industry to enter the 
fall season with a healthier price 
structure. 

Earnings of the major units in the 
industry averaged some 30 to 35% 
lower in the first half of 1939 than 
in the corresponding period a year 
ago. Even this showing was better 
than the comparisons for the first 
quarter, and the trend should con- 
tinue to show some slight improve- 
ment when compared with the sec- 
ond half of 1938. Nevertheless, there 
are well-founded doubts to be con- 
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Leading Oil Stoeks 





Earned Per Share Price Range 
























































































































































1st 6 mos. Recent Divi- Market 
Company 1938 1939 High Low Price dend_ Rating COMMENT 
*Amerada..... 2.07 0.86 7c 50 61 2.00 C-2 Restricted earnings but dividends 
—_ should be maintained. 
*AtlanticRef.... 1.40 0.40 234% 181% 20 1.00 C-3 Profits off sharply. Dividend 
a payments likely this year. 
Barnsdall Oil.... 1.26 0.47 19% 121% 13 1.00 C-2 Crude producer hurt by price 
cuts. Lower divs. 
Consolidated Oil. 0.55 d0.06 9%, 6% 7 0.80 c-3 nga likely to be restricted 
this year. 
Continental Oil.. 1.10 0.54 31% 20% 21 ~ 1.00 Cc-3 Earnings holding ly than aver- 
age. 
Creole Petro..... 1.64 NF 235%, 1634 19° “1.00 C-2 Profit. aoe “ape smaller 
Gulf Oil... ... 1.43 NF 40 29%, 31 1.00 C-3 Payments this year may equal 
_— aed those of 19 
Houston Oil..... 0.83 0.256 8% 44 °&« 5 C-3 Natural gas an bulwarks earn- 
7 : 7 coal ings but divs. problematical. 
*Humble Oil.... 3.98 NF 6934 53 55 2.00. C-2 ges fairly well covered last 
oth en Se year. May be maintained. 
International Pet.. 1.93a NF 27% 29% 22 2.50 C-2 Lower payments likely on crude 
pe ae i ee oil price weakness. 
Mid-Cont. Pet... 0.56 d0.02 16% 11% 12 0.60 C-3 Larger term outlook fair but near 
term prospects suggest curtailed 
ae ea a ___ dividends. 
Ohio Oil....... 0.25 d0.13b 101%, 6 6 0.20 C-3 Year end payments doubtful in 
ee Se ae view of earnings trend. 
Phillips Pet... . 2.03 0.85 43%, 31% 34 2.00 C-3 This year's dividends will fall 
pe) oe ae eee oe ia ae ae oe. short of last year's. 
Plymouth Oil. . 2.59 1.15 22Y%o 174 19 1.40 C-2 Crude price cuts will affect earn- 
ings. Moderately lower pay- 
oe eee eee ee oe ae ____ ments cted 
Pure Oil.... 0.38 0.12 11%, 6% 7 C-3 —IIlinois holdings affected by crude 
; é a. —_ 2 ; cuts. Dividend unlikely. 
Seaboard Oil.... 1.52 0.63 2E¥%_ 161% 17 1.C0 C-2 Crude producer hurt by price cuts. 
ee ie Lower payments probable. 
Shell Union..... 0.70 0.c9 15% 10% 11 0.70 C-3 Precipitous decline in earnings 
P23 easy ” ve a _ bodes ill for dividends, 
Skelly Oil...... 2.27 0.57. 29% 15% 17 1.00 C-3 Dividend will be smaller this year 
: en A ne in line with lower profits. 
*Socony-Vacuum 1.29 NF 1334 10% 11 0.50 C-3 Smaller 1939 total payments 
AES 0 on aaa probable. 
*St. OilofCalif.. 2.22 0.55 3014 25 25 1.40 C-3 Earnings and dividends this year 
will compare unfavorably with 
A eee - 1938. 
*St. Oil of Ind... 1.82 0.98 2917, 2314 24 1.00 C-3 Profits holding better than aver- 
age. Divd. maintenance pos- 
ese ee ee sible. 
*St. Oil of N.J.. 2.86 NF 5344 39% 40 1.50 C-2 Fairly good coverage suggests 
’ a maintenance of dividend. 
St. Oil of Ohio. 1.81 NF 243, 17 23 1.00 C-3 Payments this year equal to last 
year problematical. 
*Sun Oil... . 1.07 0.34 66 46 49 1.00 C-3 Stable dividend record likely to 
be maintained. 
*Texas Corp..... 2.13 NF 4814, 3214 35 2.00 C-3 $2 rate likely to be cut as lower 
7 ings are forecast. 
Tide Water Asso. 1.28 0.19 144, 9% 10 1.00 C-3 Earnings sharply lower mean 
decreased payments. 
*Union Oil of Cal. 1.47 6.57 1934 161, 17 1.20 C-3 Dividends will likely follow 


lower trend of profits. 








—Substantial dividends over the past ten years. 
-Deficit. 


wee quarter. c—Paid in 1938. d— 


NF—Not available. 


a—Fiscal year ended June 30. 





sidered in connection with the divi- 
dends of most of the companies in 
this industry wherever they have in 
the past been liberal in relation to 
earnings. 

The stock market has already 
taken the situation seriously enough 
to mark down the prices of leading 
equities among the oils, thus increas- 
ing the apparent yield based on cur- 
rent and recent dividend rates. Un- 


derstanding the reasons and appre- 
ciating the possibility that some of 
rates may shortly be reduced, 
will hardly need any 


the 


the investor 


warning against buying attractive 
yields for their own sake alone. The 
oil industry has always had a ten- 
dency to lag behind others more 
quickly responsive to the business 
cycle and it is quite possible that the 
turn in that business may be very 
close, provided consumption holds up 
as well as it has recently. However, 
both earnings and dividends are still 
in a downtrend and all action with 
regard to the oils must be in the 
nature of a deliberate acceptance of 
the risk that immediate develop- 
ments may be discouraging. 








Position of Leading Metal Stocks 


Ecce developments in the mining 
and metal industries of late have 
been the sharp pickup in buying ac- 
tivity since mid-June and a conse- 
quent stiffening of quotations for the 
principal non-ferrous metals. Im- 
petus for the upturn has derived in 
part from increased business activity 
in this country and in part from the 
acceleration of armament programs 
abroad. Following months of dull- 
ness, the London markets for copper, 
lead and zinc have again come to 
life. Aggressive foreign buying of 
copper began with a French order 
for 50,000 tons a good part of which, 
due to the attenuated proportions of 
foreign stocks, will be filled in this 
country. Germany and Italy are still 
finding difficulty in obtaining suffi- 
cient foreign exchange to finance pur- 
chases of the important base metals 
but Japan, despite all reports of her 
financial straits, is expanding her 
purchases of copper in the United 
States and of other metals, including 
aluminum and nickel, in Canada. 
As regards copper, the domestic 
price of which was advanced a half 
cent to 101% cents a pound in July, 
the situation is definitely encourag- 
ing from the standpoint of earnings 
and dividend prospects of the better 
situated producers. Domestic con- 
sumption is expected to average close 
to 60,000 tons monthly during the 
second half of 1939 and demand will 
be further supplemented by foreign 
orders. The international cartel has 
raised its quota from 95% to 105% 
of standard tonnages by way of re- 
lieving the tight situation abroad. 
For this reason, further price in- 
creases for both foreign and domestic 
copper may be held in abeyance, 
with increased earnings deriving 
principally from larger sales volumes 
and lower unit costs. July sales were 
at the best level for the year and 
indications are that August volume 
will be the best since October, 1938. 
With visible stocks equal to about 
three months supply and strongly 
held, lead was in a strong position to 
follow the rise in copper. Recent ad- 
vances have raised prices to 5.05 
cents a pound, just short of the best 
levels of last year. Statistical posi- 
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Earned per Share Price Range American 
1st6mos. 1939 Recent Divi- Market Se 
1938 1939 Hish_ Low Price dend(e) Rating COMMENT “Aumeten 
Alaska Juneau... 1.05 0.37b 10 652 7 1.20 B-3 This year's payments should a American 
least equal last year's. ii lal 
Aluminum Co. of 5.13 NF 131 90 119 6.00 B-2 No dividends ever paid despite *Americar 
Amer. : substantial earnings. ‘ 
Alum. Co.,Ltd... 15.87 NF 141 104 125 B-2 Initial dividend paid this year, American 
Further distribution possible. ; a 
American Metal. 1.73 0.27 40%, 26 28 1.00 B-2 Sells below liquidating valve. ——— 
Dividend increase problematical, American. 
tAm. Smit. &Rfg. 3.24 NF 535% 35% 45 2.25 B-2 Dividends fluctuate with earnings a 
and should be higher this yeu. Artloom C 
tAnaconda Cop. 1.10 0.83 364%, 20%, 26 0.50 B-2 Payments speculative but increase ‘Bristol M 
pected on i gains, Bristo ; 
Cerro de Pasco... 1.77 NF 52% 32 37 4.00 B-2 ee rate in danger due to {Canada D 
silver situati —————— 
Climax Moly.... 3.12 1.02 60% 345% 40 2.20 B-2 Reduced foreign molytdenum {Carrier Ce 
buying hurts earnings. Speculative : 
= dividend outlook. iCelanese 
“Dome Mines... 2.08 1.03b 34 30% 3314 2.00 B-3 Payments should be maintained ae 
with earnings holding stable. Champion | 
Eagle PicherLead. d0.58 ¢.38 143%, Th 9%, 0.10 A-2 Advance in lead prices aids Chicago ¥: 
earnings. Larger dividend fore- —_—— 
; cast, tCluett Pee 
*Homestake Min. 3.45 NF 664%, 60% 6414 4.50 B-3 Regular monthly payments of ——— 
37% cents will likely be con. *Coca-Col. 
tinued. —— 
*Howe Sound... 4.55 2.45 55%, 40 50 3.50 B-2 South —, Mexican oe Colgate-Pa 
erties grounds for caution but 
dividend seems safe. *Commerc 
tHud. Bay Min... 1.616 0.81b 35% 25% 34 1.50 B-2 Increasing plant capacity. *Commerc 
Inspiration Cop... d0.27 NF 171% 9% 12 B-3 Production slightly ahead of oe 
1938 but dividends questionable. Container ¢ 
Interlake lron.... dO.51 d0.40 153%, kA 9 C-2 Profits and dividends still some iuatinen: 
distance away. Py en 
tinter. Nickel.... 2.09 1.15 553%, 42%, 50 2.00 B-2 Regular dividend rate appears Crown Corl 
___assured of ccntinuance. ——— 
tKennecott Cop.. 2.10 NF 447, 28 36 1.75 B-2 Higher copper prices offsetting ‘Diamond 
effect of Chilean tax. Dividend —————— 
nae increase likely. Dresser Mf 
*Lake Sh. Mines. 3.87a NF 50% 32% 41 4.00 B-3 New flotation unit has increased Sitman MK 
efficiency. Dividends fairly —— 
: : Sewers stable. ‘Endicott J 
Magma Copper.. 1.606 1.57 38%, 25144 32 1.50 B-2 Substantially higher earnings and os 
dividends indicated Electric Bo: 
*Melntyre Por...  4.65¢ NF 591%, 49%, 58 2.00. B-3 Extra dividend of $1 expected ‘ 
eer fall. Payments well covered Glidden. . 
= : : : v eae ‘i 
Miami Copper... d0.38b NF 125/, 65 8 B-3 Dividend record poor and out- Gotham Si 
_ look unpromising. oo: - Hat Corp 
*National Lead.. 0.75 0.66 27% 17% 22 0.50 B-2 Sharply higher earnings indicate a. Doi 
— increased payments. tHarel-A 
New Jersey Zinc. 1.64 1.04 625% 463%, 57 2.00 B-2 Recent advance in zinc helpf! ——_ 
= but dividend increase conjectural. *tHouseho 
Newmont Mining 4.56 NF 80 57% 72 3.00 Selling well below liquidating Industrial R 
a - value. Larger dividends protatle. aoe 
tPhelps Dodge... 0.93 0.91 443, 281, 40 1.00 B-2 Higher copper aiding earnings. Interchemic 
ae e Ss Larger payments expected. = 
TSt. Joseph Lead. 0.68 0.80 463%, 271%, 37 1.00 B-2 Staging strong earnings recovery Internation. 
—~ Should pay about $1.50 this year ; = 
Silver King Coal. Nil d0.01 7 4, 6 0.35 B-3 Operations resumed. Medes Internatio 
iat ae sae — dividend likely this year. Lobes. 
Sunshine Mining. 2.45 0.94 113, 7%, 10 2.20 B-3 Higher silver price will aid eam- iis 
____ings. Larger payments expected. Lehn & Fi 
U.S. Smelting... 4.68 0.88f 654%, 48 53 4.00 B-2 Lower world silver prices un- — 
favorable. Lower dividends this Ue 
year. a . a 
Vanadium....... 0.61 1.00E 30%, 16 24 B-2 Potential war baby. Dividends Omnibus ¢ 
possible later in year, tOwens-lll 
t—Attractive for cyclical appreciation. _*—Substantial dividends over the past ten years. NF—Not ee 
available. d—Deficit. b—Before depreciation and depletion. a—Fiscal year ended June 30. c¢—Fiscel *Procter & 
year ended March 31 of following calendar year. e—Paidin 1938. E—Estimated. f—Five months May 30. tintin 
iRadio Cor 
Simmons C 
: : ° : . ws *Sterling P 
tion of the metal remains strong and, | somewhat higher profits and divi- aa 
a . i Sutherlan 
though further price increases may — dends are looked for. Temenee 
not be forthcoming in the near fu- As for the precious metals, gold Texas Paci 
ture, major producers seem likely to mining companies may be expected J *united Fi 
extend recent earnings gains and in- _ to continue on a fairly even earnings U.S. Hoff 
crease payments to shareholders. A and dividends keel, barring wal, J Mhite Roc 
more modest markup has occurred in while domestic silver producers — Wtsley. 
the case of zinc and the tariff situa- | should be able to expand _ profits ‘i y- 
tion still remains a source of discom- —and_ dividends somewhat by_ the '~Cyelica 


fiture to the industry. Nonetheless, 


higher official price for the metal. 
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Position of Important Stocks Unclassified as to Industry 
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Earned Per Share Price Range oA 
a on “Sl” wake ee pe Rating COMMENT 
paren Bank Note. eee ie Tee ;  d0.35 - do.22 123%, 10% : a 0.2003) _ c- 3 ~ July dividend pened. Early resumption enlikely. 
American Can....... See NF 103% 83%, — 400—«—*«<“‘«C CO A-3 Current prospects better. Dividends secure. 
ould at “American Chain & Cable. iu ; eee: 0.56 aia NF 84% - 134 : 18 0.60 C-2 Paid 70 cents in '38. Should pay as much in | 
‘despite American Chicle... HOU eee eee eee ‘ 7.54 -—— 4.31 132 1091 130 7 4.00(3) B-2 May pay $6 this year. 
is year. ‘American Hide & Leather. ... cr ~ d1.49(a) 0.59 5% 2% 4% B-3 Outlook better but dividends remote. 7 
ae ‘American Home = veeeeees a ‘3.75 2.50 55 i 41% 52 2.40 B-2 Dividends being earned by wide margin. - =, 
‘matical, American Safety Razor............... 1.48 NF 15% 11% 12 1.20 B-3 Competiti ttain factor. Divs. speculative. 
= Artloom Cop....... os 7 ms . . : i er 7 ~ d0.64 a 0.57 - 10% 53% 8 eae C-3 Current operations better. No early dividends. 
Bee Maal iven......... Pipher 3.95 = 1.93 _— 41% 51 2.40 B-2 Could pay an extra. Outlook good. 
due to {Canada Dry Beare wi a ee ie 1 .12(6) _ 1.02(k) 20% 429 _ 49 0.50(J) B-2 Earnings much better. May ray another dividend. 
tdenum {Carrier Corp... . . EEL RRS 42. 90 0.35 211% 10 43 ie A-2 Operations up. Dividends not imminent. 
ini iCelanese Corp........ = mete : S2veres 0. 26 1.74 2591/, 135 26 : i -  Ae® Earnings up. Could pay dividends. 
gies Champion Paper & Fiber... ny . se r —1.98(c) — d0.03(c)_ “30 ~ 17% 19 E B-2 Prospects better but early dividends unlikely. 
‘4 = Chicago Yellow Cab...... voteteteeeees 0.19 ; 0. 0.18 ss 9% - 71% 8 aie B-3 ; _Lower operating costs aid net. ner 
_ tCluett Peabody bes cere rs 1.29 re 69 3514 21% 33 0.5¢(J) B-2 Net up sharply. Further dividends indicated. 
rae Coca-Cola... . iiat ‘ a aaa : ‘ 5.95 3.27 133 114 7 129 7 -2.00(3) - B-1 General year-end extra likely. 
n pro Colgate- Palmolive-Peet. sive lati wae ; 1.77 a “0. 88 ; 1% 1 1% / 16 = 0.50 B-2 Earnings up; dividends n“—_, ae 
ion but Commercial Credit.................. 7 4.60 a 1. 90 —_ ‘57 38% 47 4.00 7 B-3 Dividends will probably be weistained. i 
——" *Commercial Invest. Trust............. 4.28 4. 81 ; ~ 60 4a 53 ; “4.00 B-3 Last half outlook better. No change in dividends. 
ronable. Container Corp. Wai shate aatatle's ee Rareavertetn: 0.04 0. 04 -_ 16% 9% 11 payne A-2 Shipments up. Dividends not imminent. . 
It some *Continental ein: ae , a eer ; ; : ade: 2.17 2. 22(m) 44 44 321% 40 2.00 A-3 Earnings up moderately. Dividends secure. 7 
‘appeas BP Gown Cork & Seal................... 1.37 1.05 41% «20% 6 -.  An3-— Early resumption of dividends unlikely. = 
Ffsetting ‘Diamond Match... ts SARE 1.60 0. .85(e) 3 ss 341% 28 33 1.25 B-2 Earnings give adequate dividend coverage. ; 7 
ini: Dresser Mis... : % ae zs : Peels acs ; ' 0.18 Fa 0.27 #1 11% . 6 9 B-2 Earnings better but dividends unlikely. : ‘a 
ae ‘Eastman Srna Coes : By Whale ova tree 7.54 } 3.43 1861 13814 173 6.00 7 A-2 Earnings up; dividends secure. - 
ru ‘Endicott Johnson : cess WB) -2.19(n) 43% 38 38 3.00 B-3 Outlook better. Dividends probably safe. 
ae Electric Boat. tee es sees belts ‘ 0.75 NF 1534 8 10 0.30(J) A- 3 May pay year-end dividend. 
poo Glidden...... Gigs oe i s ee do. 29(f) 0.17(0) 241% ; 14% : 17 irene as 3 Earnings better but dividends may be delened. ; 
a en Gotham Silk Modevy:. a Saba aA i an 0.12 — TER -— _ 2%, : 4 on B-3 Dividends not in sight at present time. pease 
Tadicae Hat Corp.....- + IReaate cee teres aoe * 4 0. 28(f) 0. 39(0) 7 he 4% 6 0.20(J) . B-3 Further dividends speculative. a 
tii *Harel-Atlas Glass... ceepesteees 4.97 7 2. 63 110% 93 109 5.00 A- 3 May pay a good Year- one jextra, 7 mw 
jectural. tHousehold BRN ye coc deste cuones 7.34 3.41 13% 61 71 4.00 B-3 Earnings stable. May pay $5. 
vidal industial Rayon..................... 0.84 0.07 29% «16% - . A-2 Outlook better. Dividends not imminent 
ernlngt lterchemical Corp... . : ao ny SS 0.32 o * 53 35 51% 17h 35 _ B-2 May resume dividends later in year. —_ i 
ecovery International Merchant Marine. . cerca d0.87 NF 4% 234 2% rare D-4 Dividends not in prospect. 
mayen “thtemational Salt... re Ssh eae 2.36 0.50 34 29° 32 1.50 B-3 Dividends probably secure. eas ; 
pom" Lambert oi tees a veeteeeeeeees 1. 71 7 0.87 _ 18% 14 16 1.50 B-3 Competition places dividends on speculative basis. : 
xpected. te & Fink. Ure eee , 1.05 0.77 1214 934 12 1.00 B-2 Will probably pay another extra. 
“o ® ths Loft... i Seasrits a d0.64 do. 54 me 21% 6 ; 19 Be Ee B-2 Pepsi-Cola will aid earnings but divs. not imainent. 
ividends aE ; —e i 1.72 - NE gu 201% 12% 15 : oe B-3 Paid $1.30 in ‘38. May pay another div. this year. 
F—Net {Ovensilnals GI Glass. .. 2.02 4 2.59 70. 50 65 2 co 7 A-2 Di 2 Dividends being 3 earned by good margin. wee 
Thin ‘Procter & & Gamble re 2.59(a) 3. 80(a) 64 50% 64 : 2 co B-2 Company could pay | larger dividend. 
— iRadio iRedio Corp... Bea ae eck dine 0.30 __ 0.04 8% 5%, 6 B-3 Current earnings down. Dividend outlook uncertain. 
Simmons Co.. . 1.42 0.62 — 32% 17% 24 0.50 _B-2 _ Better earnings would justify another dividend. _ 
divi- Sterling Products... eee eels essen : 5.10 3.10 79% 65 __ 78 __ 3.80 B-2 May pay anextra. _ 
Sutherland Paper. Beira oie iste nccisiare _ 2.04 0.90 — 30% 24%, 25 0.70(J) A-3 Will probably pay : 30 cents quarterly. 
Tennessee Corp. . . WETS 0.46 NF 6% 4 5 C-3 _ Dividends not in prospect. 
gold Texas Pacific Coal & Oil........... 1.17 0.47 ; 101, 7% 7 0.40 C-3 _ Dividends appear reasonably secure. 7 
ected *United _ Cie paper eciee . _ 3.55 2.99 83% 62% 81 4.00 B-2 Outlook fair. Dividends secure. C 
nings U.S.. Hoffman Mach.. . ecctone 0.24 1h 4 6 B-3 _ Early dividend resumption unlikely. _ : 
wal, White Rock Mineral Springs........... _ 0.58 _ 0.32 7 3% 4 7 ___B-3__Dividendsnotimminent. 
lucers Wrigley. SEceeeREREEESESEEES ESS OSE OOO 3. 88 2.31 84% 75 84 3.00 ~=—B-2 Should continue to pay extras. 
yrofits “(a)—19 mos. to June 30. (b)—12 mos. to Sept. 30. (c)12 mos. to April 30. d—Deficit. (e)—Estimated. (f)—12 mos. to Nov. 30. (h)—12 mos. to Oct. 
30. (J)—Paid this year. (hy 9 mos. to June 30. (m)—12 mos. to June 30. (n)—53 weeks to June 3. (0)—6 mos. to April 30. NF—Not available. 
the ‘Cyclical Appreciation. Safe income. *—Substantial dividends for ten years. 
netal. 
REET § AUGUST 26, 1939 507 








Changing Outlook For Railroads 


Partial Recovery in Progress, 


But Basic 


Ills Uncured 


BY PIERCE H. FULTON 


O. all the much mooted and little understood prob- 
lems of our economy, that of the railroads is undoubt- 
edly among the thorniest and most persistent. The de- 
tached economist will tell you that the basic trouble is 
simply that the nation’s rail system is still regarded and 
treated as a monopoly when in fact it long ago ceased to 
be anything of the sort. And with that we readily agree. 
But from the standpoint of the practical railroader, and 
particularly from the viewpoint of the millions of rail 
investors who have seen their savings washed away by 
a tidal wave of bankruptcies, the problem is a good deal 
more complicated. Insufficient traffic, top-heavy capital 
structures, onerous taxation, Government subsidized 
competition from water carriers, destructive rate wars 
with motor carriers, obsolescent and high cost equip- 
ment, weakened finances and other obstacles to con- 
solidation, high and rigid labor costs, inept management 
in some instances and strangulating Government regu- 
lation—these are some of the principal aspects of the sit- 
uation. 

But needless to say, the scope of this article falls far 
short of even a cursory discussion of the foregoing about 
which many dull and weighty volumes have been writ- 
ten. What we are concerned with here are recent changes 
in the near term outlook for the rails. For since early 
1938, when the railroad picture seemed nearly as black 
as in the summer of 1932, the carriers have staged quite a 
comeback—of a purely cyclical nature, of course, for 
there has been no really fundamental improvement in 
the situation. Even in the session of Congress just ad- 
journed—the most business minded in years—only one 
of five pending rail bills was enacted; but even had the 
other four been passed, the plight of the rails would not 
have been basically altered. 

So it had best be noted before proceeding further that, 
despite recently improved operating results, the carriers 
today provide no better media of conservative invest- 
ment than they have for many years. With this quali- 
fication, the railroad outlook is currently more cheering 
than in some time past. Net operating income of all 
Class I roads is tentatively estimated to have come close 
to $47,000,000 in July which would mean that for the 
first time this year the carriers as a group were able to 
cover fixed charges and have a little left over. This is 
all the more encouraging when coupled with the fact 
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that the above figure would have been substantially 
larger had not railroad managers quite properly decided 
sarlier this year to start appropriating increased _per- 
centages of gross revenues for maintenance of way and 
equipment. But in any case, the figure indicated rep- 
resents a substantial advance over the $38,387,209 net 
operating income reported for July, 1938, when mainte- 
nance outlays were being held to an absolute minimum. 

The increase in maintenance expenditures in relation 
to gross revenues since about March of this year is read- 
ily apparent in the accompanying chart. It will be noted 
that in that month, while revenues recovered to about 
December levels, net operating income retraced only 
about half the ground lost since the turn of the year. 
And in April, though gross held above the February low, 
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The Pennsylvania Railroad's new luxury overnight coach train recently put into service between New York and Chicago. 


net failed to do likewise. The discrepancy was less 
marked in May and June principally because, especially 
in the latter month, the high degree of leverage which 
characterizes railroad operations was beginning to make 
itself felt despite larger maintenance expenditures. 

That rail officials feel confident over the outlook for 
coming months is of itself encouraging. And indications 
are such as to suggest that their judgment will be vindi- 
cated. For though July carloadings were affected some- 
what by the unusually early movement of winter wheat 
—the peak of shipments came in late June this year in- 
stead of early July—they still established a new high 
level for the year due to increased loadings of coal, ore, 
merchandise and miscellaneous freight. On merely a 
normal seasonal basis, weekly carloadings may be ex- 
pected to rise substantially above recent levels of around 
660,000 within the next six weeks. The Association of 
American Railroads estimates—and its forecasts have 
been notably accurate in the past—that at the Septem- 
ber-October peak, carloadings will reach a figure of about 
800,000 which would be better than 10 per cent above 
the 1938 top of 727,000 and only 514 per cent short of 
the 1937 peak of 847,000 cars. 

An interesting sidelight on railroad traffic prospects 
in coming months is the situation in the important dur- 
able goods industries where, for over a year now, new 
orders have exceeded production, i.e—a_ considerable 
part of orders have been filled from manufacturers’ in- 
ventories of finished goods and, since raw material pur- 
chases have thus been held somewhat in abeyance, 
freight traffic of the latter has remained low. Barring a 
substantial letdown in industrial production, this situa- 
tion is not likely to continue much longer and resump- 
tion of raw material shipments should thus prove an 
additional source of rail traffic. 

Given a fall traffic peak approximating the Associa- 
tion’s estimate and in the absence of a substantially 
greater than seasonal decline thereafter, it seems not un- 
likely that last half earnings will be sufficient to cancel 
the net loss of between $90,000,000 and $95,000,000 in- 
curred by all Class I railroads in the first six months of 
1939. Support to this view is lent by the probability that 
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maintenance expenses of several of the more important 
roads wili tend to decline somewhat from June and July 
levels. In the final half of iast year the carriers were 
able to earn about $58,000,000 net on a much lower vol- 
ume of traffic and a two-thirds advance over that figure 
under current and prospective circumstances is by no 
means too much to look for. 

So much for immediate operating prospects. Let's 
have a look at the political picture, always of utmost 
importance to the much regulated rails. Only major 
gesture in behalf of the carriers at this session of Con- 
gress was passage of the Chandler Act, an emergency 
measure designed primarily to aid the Baltimore & Ohio 
and the Lehigh Valley in postponing nearby bond ma- 
turities and in cutting fixed charges through agreements 
with creditors placing a portion of interest charges on a 
contingent basis. These two roads, which already have 
plans drawn up, assented to by the required proportion 
of bondholders and approved by the ICC, will un- 
doubtedly take advantage of the Act forthwith. Tech- 
nically, other roads are also eligible but because of the 
time limit imposed—plans must be filed with the Fed- 
eral Court within one year of the Act’s passage having 
first been approved by the IC C and 50 per cent of the 
creditors affected—it is rather doubtful if any other car- 
riers (Central Railroad of New Jersey, Boston & Maine 
and Missouri-Kansas-Texas probably have no other al- 
ternative than Section 77) will be able to benefit by the 
Act. 


1 C C to Restore Freight Rates 


Introduced in the closing hours of the last session 
and held over for consideration by the Senate Interstate 
Commerce Committee next session was a bill to permit 
railroads to borrow from the RFC to purchase their 
own securities, subject to conditions laid down by the 
Government lending agency. Practical worth of the 
measure is open to doubt. Elsewhere in Government 
circles further efforts of varying import in behalf of the 
railroads are being made. The Interstate Commerce 
Commission, for example, (Please turn to page 534) 
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Jhe Stockholders Gude 


Hidden Profits and Losses 


in Corporate Reports 


By J. S. WILLIAMS 


No companies of any size or importance today are 
guilty of attempting to mislead the public by means of 
reports which distort the truth. The complexities of 
modern business are so great, however, that it would 
probably be safe to estimate that 99 per cent of all cor- 
porate reports contain some figures which need inter- 
pretation in the light of outside knowledge in order to 
make their real import clear. The statement of a cer- 
tain sum earned per share is sufficient for ordinary usage 
but it has no more real meaning unless modifying facts 
are understood than the statement of a certain book 
value per share. Both are convenient ways of approx- 
imating the truth, provided you as a present or pros- 
pective stockholder know how to adjust mentally for 
this conventionalized usage. The next time your atten- 
tion is called to a discrepancy between the price-earnings 
ratios of two companies it might be worth while to look 
for items along lines similar to the ones described below. 
Many other influences than bookkeeping methods af- 
fect the standing of an equity, but the enterprise which 
leans over backward to avoid possible overstatement of 
earnings acquires a reputation for that sort of thing 
which raises the valuation of its stock sooner or later 
above its apparent worth. 

The outstanding charge against earnings which is 
subject in most cases to the judgment of the manage- 
ment and which varies greatly between companies in the 
same industry is that for depreciation. This subject has 
been discussed here before but a few additional examples 
will show how it is possible for earnings to become hidden 
behind depreciation charges. 

It has been estimated that the average utility has a 
depreciation reserve amounting to 10 per cent or less of 
the cost of its plant. North American Company’s figure 
is 19 per cent, Pacific Gas & Electric’s over 15 per cent 
against 6.3 per cent in 1929. The depreciation reserve 
of Consolidated Edison at the end of last year was equal 
to 5.8 per cent of the stated value of utility plant; Amer- 
ican Telephone’s reserve was 27.9 per cent. It is true 
that the latter company’s policy has been declared over- 
conservative. The United States Supreme Court de- 
clared of the Illinois Bell Telephone Co.: “It appears 
that the depreciation reserve to a large extent represents 
provision for capital additions. over and above the 
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amount. required to cover capital consumption. This 
excess in the balance of the reserve account has been 
built up by excessive annual allowance for depreciation 
charged to operating expenses.” 

As immediately affecting earnings it might be noted 
that the charge for depreciation in the case of Consoli- 
dated Edison last year was equivalent to 1.54 per cent 
of the plant account while that of American Telephone 
equaled 3.9 per cent. Commonwealth Edison’s depre- 
ciation charge in 1938 was 12.1 per cent of gross, North 
American’s just under 13 per cent. Combined main. 
tenance and depreciation for Commonwealth Edison 
last year was 17.8 per cent of gross revenues while for 
Pacific Gas it was 18.7 per cent. 

The practical importance of these charges can be 
judged from the calculation that if American Telephone 
had reduced depreciation and maintenance by 2 per 
cent last year, from 34.7 per cent of gross to 32.7 per 
cent, the reported earnings would have been larger by 
$1.13 per share. An example of the opposite type is that 
of Consolidated Edison which informed stockholders 
that it had claimed depreciation charges of about $26- 
800,000 on last year’s federal tax return, as compared 
with the amount of $18,829,000 shown in the report for 
the vear. 


Revaluations Lower Charges 


Many companies have lowered their depreciation 
charges over the last few years either through changes 
in rates or through writedowns of property valuations. 
Johns Manville decreased its rates slightly in 1937 after 
negotiation with the tax authorities; Corn Products 
changed its methods of computing the charge last year 
and the sum so set aside was only $1,411,000 compared 
with $1,622,000 in the previous year, and $2,718,000 or 
almost twice as much in 1931. Chrysler, as was shown 
in a recent article on this company, varies its charges 
widely according to the rate of production. 

It is obvious that once a company takes the unpleasant 
step of writing down property which has become obsolete 
or idle or lost a part of its value in some way, future 
charges against income will be greatly reduced. General 
Motors wrote down surplus property in 1932 from $155, 
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492,000 to $22,779,000, but when rising sales put plants 
back to work much of this figure was restored to the 
books and depreciation charges were accordingly re- 
stored. American Radiator took $26,337,000 out of 
surplus in the same year for the purpose of writing down 
plant values ($11,000,000), investments, inventories 
and to take care of development costs and idle plant 
expense. Borden had a devaluation in 1931 and then 
another in 1935 which erased a $7,000,000 item of good 
will and wrote down unserviceable properties and the 
excess value of operating properties by $23,827,000. 

Among the more recent moves of this type is that 
of Pullman which early in 1939 reduced the stated value 
of its stock to cover a $33,143,000 writedown due to the 
shorter life of its conventional-type cars. Union Car- 
bide revalued certain properties last year and reduced 
their book value by $8,393,000, following earlier write- 
downs of $10,604,000 in 1937, $39,794,000 in 1931 and 
$36,056,000 in 1925. Literally dozens of examples among 
equally prominent companies could be cited. In each 
case earnings in the years immediately following the 
writedowns were aided in some degree by the reduction 
in depreciation charges. Unless one were familiar with 
the facts of the adjustments it would be an easy matter 
to go astray in deciding the trend of profits and profit 
margins. 


Handling Depletion 


Many mining companies set nothing aside to provide 
for depletion of their ores, either because they carry on 
development work which in theory replaces all ore used 
with new discoveries mapped: out or because they 
expect the stockholders to make their own allowances 
for a certain amount of capital returned in the form of 
dividends. To take one case, that of International 
Nickel, however, the possible variations in the method 
of handling depletion may be seen. This company had 
proven ore reserves of 202,620,000 tons at the end of 
1930 and after continuous operations in the following 
years had proven reserves of 212,368,000 tons at the 
end of 1938 without including any in the new develop- 
ment in Finland. In other words ore has been mapped 
out faster than mined, yet the company makes a fairly 
substantial annual charge for depletion as well as for 
depreciation. International Nickel is naturally entitled 
to sell on a somewhat better price-earnings ratio than 
other issues on which profits are less conservatively 
stated. 

Research and development costs also constitute a 
shield behind which true earning power may be hidden. 
When a company decides to invest capital in a new 
venture which may or may not turn out profitably, often 
involving a long delay before any idea of its commercial 
potentialities can be estimated, the natural thing to do 
is to consider these funds as money spent and to charge 
them against earnings until such time as it may be 
reasonably assumed that they have actually become 
valuable assets. Du Pont, for instance, reported that 
it had spent forty million dollars and worked for seven 
years in the development of organic chemicals including 
synthetic rubber and synthetic camphor before receiving 
any return. Such a product as the new Nylon is an- 
other which involves a tremendous investment far in 
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GENERAL FOODS CORP. 


Recent Price: 47 Dividend Rate: $2 


This is our regular fortnightly investment suggestion to those 
interested primarily in income, safety of principal and sound 
investment standing. Each number of the Magazine contains 
one such selected issue. 


As one of the largest manufacturers and distributors of 
food products in the country, General Foods handles over 
80 specialties, most of them sold in packages under widely 
advertised brand names. Its Frosted Foods division has 
grown to comprise over 4,000 retail outlets and is a poten- 
tially important source of expanding future earnings. 


Profits in the depression were exceptionally stable, having 
amounted to $1.97 per share in 1932 and having fallen below 
the $2.00 mark since then only in 1937, when $1.75 was 
earned. Last year's figure was $2.50 and the improving 
trend has continued with earnings for the first half of 1939 
equal to $1.44 per share as compared with $1.18 per share 
in the corresponding period a year ago. 


Dividends over the last two years have been at the rate 
of $2.00 per share annually and have not fallen below $1.80 
per share at any time since the late nineteen-twenties when 
the stock was last affected by a 100 per cent stock dividend. 


Capital structure consists of 150,000 shares of $4.50 
cumulative preferred stock and 5,251,440 shares of common. 
Total current assets at the year-end amounted to $53,203,547 
and current liabilities to $10,888,318, with cash alone well 
above current liabilities. 





advance of profits. The aviation companies continually 
penalize their earnings for current periods by charging 
development costs on their new models against income 
without allowance for later returns. When Douglas 
sent its DC-4 aloft the plane represented over $2,000,000 
in costs, the greater part of which were charged against 
profits on previous models. American Telephone through 
the Bell Laboratories constantly spends large sums on 
research in collaboration with Western Electric and the 
amounts have been growing—$8,700,000 in 1935, $9,200,- 
000 in 1937 and $10,012,000 last year. Radio Corp., on 
the other hand, has set up at least a part of the experi- 
mental costs of television as a deferred charge to be 
written off out of earnings starting with the current 
year. 

Appropriations for advertising can have a marked 
effect on net earnings. Selling expenses of the American 
Tobacco Co. in 1935 were $19,045,000 and jumped to 
$26,608,000 in the following year, presumably to a great 
extent because of enlarged radio programs. In 1936 
earnings fell over $6,000,000 short of the dividend and 
without understanding the cause the investor might 
have concluded that a disaster had overtaken the com- 
pany. Sales soon rose, however, and the selling expenses 
came down, restoring what had apparently been lost 
earning power. Several industries, such as tires and 
rubber, may have done something of the same sort on 
a more modest scale in the first half of this year, thus 
providing an explanation for some rather mediocre 
earnings statements. 

The handling of drilling expenses is an important 
factor in the oil industry. (Please turn to page 531) 





Fairbanks, Morse In Recovery 


Earnings Point Up for One of the 


Leading Manufacturers of Diesels 


BY HENRY RICHMOND, JR. 


Over the past six or seven years the increasing use 
of Diesel power has been remarkable indeed. Except for 
a minor interruption last year, horsepower sales have 
moved perpendicularly upwards and this year they will 
establish an all-time record in the neighborhood of the 
2,500,000 horsepower mark. This will compare with sales 
around 400,000 horsepower in 1928 and 1929 and about 
a quarter of this amount at the depth of the depression 
in 1932. Nor, obviously, is this the end. Constant tech- 
nical improvements making for lower initial costs, even 
greater economy, greater flexibility and lighter weight 
are bettering the Diesel’s competitive position with other 
sources of power and assure a further widening of the 
market. Slackness in general business may act at times 
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to retard, or even actually prevent, the working of this 
growth-factor, but it will be there nevertheless to become 
fully operative under more favorable conditions. 

At the present time, there are possibly a score of im- 
portant companies manufacturing Diesel engines of one 
kind or another. In many instances, however, it will 
be found that Diesel operations are a minor part of the 
company’s total business. In other instances, the Diesel 
is merely complementary to the main activity. General 
Motors and Chrysler are examples where the Diesel may 
be said to be merely incidental, while Caterpillar Trac- 
tor, despite possessing the distinction of selling more 
Diesel horsepower than any other single company, is 
essentially a manufacturer of tractors. Possibly the most 
direct stake in Diesel power for general application is 
obtainable through Fairbanks, Morse & Co. 

The public knows Fairbanks, Morse best through the 
“Fairbanks” scale which has been marketed since 1830. 
If ever one has occasion to see a platform scale in use— 
in a feed store, in a general store, or wherever else it 
may be—the chances are strong that it will bear this 
name. Today, the company builds apparatus for both 
plain and fancy weighing. It makes laboratory scales 
sensitive to a fraction of a gram and railroad track 
scales capable of handling loads running to several hun- 
dred tons. Of the “fancy” variety are scales for handling 
materials passing over a flexible conveyor belt and those 
fitted with photo-electric cells for the automatic control 
of weighing. 

Yet, while scales are the oldest division of the business 
and still constitute an important part of the total acti- 
vities, they are no longer the most important, for they 
stand in second place to the company’s Diesel engine 
division. Fairbanks, Morse Diesels enjoy a reputation 
second to none and are so well-entrenched in their par- 
ticular fields that no one need feel fearful because of 
some competitor’s greater size and resources. 

It is in the municipal and marine fields that the post 
tion of this company is the strongest. Currently, the 
demand for Diesel power from both these sources is 
active. On a seasonally adjusted basis, the output of 
electric power is at an all-time high. This is a basic con- 
dition which is highly favorable to Fairbanks, Morse & 
Co. Then, too, throughout the whole United States 4 
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broad movement is under way to 
lessen polution of the country’s 
rivers and harbors. This means 
sewage disposal plants, pumping 
stations and drainage systems, 
all of which are fertile markets 
for the company’s products. 

In the marine field, Fairbanks, 
Morse Diesels are found wher- 
ever there are commercial fish- 
ing fleets. They are found in 
tugs, in dredges and in canal 
boats. The United States navy 
is an important customer and 
as the naval building program 
moves further along it should 
become still more important. 
Fairbanks Diesels are installed 
in capital ships as auxiliaries, in 
submarines and in many small 
craft. Only a few weeks ago, 
Fairbanks, Morse submitted the 
apparent low bid of some $1,- 
500,000 for two sets of propell- 
ing machinery for navy airplane 
tenders. Incidentally, it was the 
huge General Motors which 


submitted the only other, and higher, bid. 

In addition to the outlets sketched above, the motors 
manufactured by Fairbanks, Morse are sold throughout 
a broad field of general industry. They supply power 
in flour mills, in refrigeration plants and in the metal- 
working industries. They drill for oil and they mine coal 
and other minerals. They are found on large construc- 
tion jobs, operating pumps of all kinds, compressors and 


generators. 


Fairbanks, Morse rounds out its Diesel engine busi- 
ness by manufacturing itself the greater part of the 
complementary equipment. It has been in the electrical 
equipment field since 1906 and makes a complete line 
of electric motors and generators. It has been a manu- 
facturer of pumping equipment even longer and ranks 
as one of the country’s leaders in this field. 

Also, the company has had a stake in the railroad 
equipment field since 1904. It manufactures axle driven 
generators and motors and is willing to undertake the 
construction of coaling stations, cinder conveyors and 


the like. 


A wholly-owned financing subsidiary completes the 
activities of Fairbanks, Morse & Co. The high initial 
cost and the durable nature of most of the products sold 
by the company make it essential that there be some 
method of financing the buyer and it has long seen fit 
to provide this service itself. The financing subsidiary’s 
profits are reported separately and, while not an im- 
portant part of the whole, they have been material and 


consistent. 


Some years ago, the Home Appliance Division was 
formed to market ironing and washing machines, .elec- 
trical refrigerators, radios and coal stokers, some of which 
the company manufactured itself and some of which 
Were manufactured by others and merely distributed by 
the company. The annual report for last year, however, 
announced that the manufacture of home appliances had 
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This battery of Fairbanks, Morse Diesels supplies low cost power for the Commander 
Milling Co., Minneapolis, Minn. 
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been discontinued and that, ample reserves having been 
set up, the company was withdrawing from this market. 

The earnings record of Fairbanks, Morse & Co. is about 
what one would expect from a manufacturer of produc- 
ers’ durable goods. There were heavy losses during the 
Hoover depression of 1931 and 1932, despite whatever 
help the dynamic expansion of the Diesel market may 
have offered. The year 1933 was one of improvement, 
but it was not until 1934 that the company made money 
again. There was continuing betterment over the next 
two years, 1935 and 1936, which was used to the utmost 
advantage. Large arrears of dividends which had accu- 
mulated on a 7 per cent preferred issue were ciiminated 
by a plan of recapitalization and, later, a 5 per cent 
debenture issue was successfully refunded with a similar 
issue bearing a 4 per cent coupon. 

Owing to increased costs and expenses and despite a 
good increase in sales, the net profit for 1937 was some- 
what lower than for 1936. Last year, a 33 per cent slump 
in sales brought the net profit down to $558,539. This 
was equivalent—after dividends on the 6 per cent pre- 
ferred stock which was wholly eliminated November 15, 
1988—to only 83 cents a share on the outstanding com- 
mon. For 1937 the net profit had been equal to $3.45 
a share on the common. 

More recently, the pendulum has started to swing 
the other way again. During the first six months of this 
vear increased efficiency turned a modest increase in 
sales into a substantially larger net profit. For the six 
months to June 30, 1939, the consolidated net profit was 
equivalent to $1.20 a share on the common outstanding, 
whereas for the corresponding previous period the profit 
was equivalent to only 3 cents a share of common. 

The capitalization of Fairbanks, Morse & Co. is simple. 
Except for current liabilities, bank loans of $675,000 due 
between 1940 and 1948 and some $5,400,000 in 4 per cent 
debentures the entire own- (Please turn to page 532) 
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Uneovering Special Situations 


Three Issues Whose Promise of Excellent Earnings and 
Dividends Has Not Been Adequately Recognized 


By EDWIN A. BARNES 


.—_— the many hundreds of listed common stocks, 
probably not more than a handful are well known to the 
average investor. As the investor scans the stock list, 
comparing prices and checking the market trend, many 
issues will meet his eye which are known to him in name 
only. What business these companies are in, what their 
earnings have been or what their prospects are may be 
wholly obscure to him. Yet among these lesser known 
companies, not a few are highly successful enterprises 
in their particular fields and their shares may offer a 
genuine investment or speculative opportunity. Lacking 
the large market following of the more popular trading 
and investment stocks, the shares of these smaller com- 
panies generally are given a much more conservative 
market appraisal. In fact among these comparatively 
obscure issues frequently are found real investment bar- 
gains. For this discussion three such issues have been 
selected for brief analysis: McGraw Electric, Clark 
Equipment and Cleveland Graphite Bronze. These 
companies are small only by comparison with some of 
the larger and better known corporations; all of them are 
well established in their own special fields; current earn- 
ings are impressive; and prospects would appear to favor 
further gains in the months ahead. Two of these com- 
panies, Clark Equipment and Cleveland Graphite 
Bronze are closely associated with the automobile in- 
dustry and earnings in the past have been sensitive to 
the wide variations in the volume of automobile produc- 
tion and sales. This condition places both issues in a 
speculative category, but as such, however, both are 
favored by promising prospects at this time. McGraw 
Electric specializes in the manufacture of household elec- 
tric appliances and electric fuses. Based on the com- 
pany’s showing thus far this year, sales and earnings 
promise to be the largest in the company’s history. More 
detailed analyses of the three companies follow: 


Clark Equipment Company 


Normally deriving more than half of its revenue from 
sales to manufacturers of truck and commercial vehicles, 
Clark Equipment Co., is conveniently classified as a 
manufacturer of automotive equipment. Actually, how- 
ever, the company manufactures a widely diversified line 
of products for various industries. The most important 
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branch of the company’s business is, of course, in the au- 
tomotive field, in which axles, transmissions, wheels and 
axle housings are produced for nearly all the automobik 
companies in the country which are engaged in the man- 
ufacture of commercial vehicles. The company al 
supplies similar equipment to manufacturers of agricul. 
tural machinery and farm tractors. At the company’ 
Battle Creek plant are manufactured sixty-one different 
models of gasoline propelled vehicles used to move mate- 
rials within the confines of industrial plants. Other 
products include twist drills and an extensive line of 
high-speed tools and an advanced type of rivet and rive 
gun for the railroad, automobile and other industries 
Recently Clark Equipment has developed a line of truck: 
and vehicles for use on passenger transportation lines of 
large cities. It is the company’s boast that a list of its 
customers would include nearly all manufacturers in the 
United States who are engaged in metal working. For 
eign business is also fairly sizable. 
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It is rather obvious from the nature of the company: 
activities that widely fluctuating earnings are likely t0 
be the rule rather than the exception. In the circum 
stances, therefore, the company’s earnings record has 
been quite satisfactory. In the depression years, 193! 
through 1933, losses aggregating more than $1,000,000 
were shown. In 1934 the company reported a net incon 
of $192,458; in 1935 earnings slumped sharply to $5,998, 
recovering again in 1936 to $513,318. In 1937 earning 
recovered to $1,166,515 and were only slightly less that 
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the 1929 peak of $1,309,514. Reflecting the sudden and 
severe slump in general business during the first half of 
1938, the company’s profits last year totaled only $280,- 
354. However, and responding promptly to increased 
production of automotive commercial vehicles and gen- 
erally improved business, the company reported profits 
of $500,191 in the first six months of this year, compar- 
ing with $151,258 in the corresponding period a year ago. 

Notwithstanding this highly irregular record of profits, 
dividend payments at varying rates have been made 
continuously since 1926 with the single exception of 
1932, the worst of the depression years. Capitalization 
consists of 18,362 shares of $7 preferred stock and 237,- 
616 shares of common stock. The company has no 
funded debt, but at last reports bank loans in the 
amount of $400,000 were outstanding. 

With only a comparatively small number of common 
shares outstanding, it is possible for the company under 
favorable conditions, to develop a rather substantial 
earning power for its stock. In 1937, for example, profits 
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in that year, after preferred dividends, were equivalent 
to $4.56 a share and, including $3.00 paid in preferred 
stock, dividends paid to common stockholders in that 
year amounted to $4.80 a share. In 1938 net available 
for the common was equal to only 64 cents a share and 
dividends of 25 cents were paid. Per share earnings in 
the first six months of this year amounted to $1.83, after 
preferred dividends, comparing with 36 cents a share in 
the same period of 1938. Thus far in the current year 
the company has paid three quarterly dividends of 25 
cents each and the possibilities would appear to favor 
a generous year-end extra. 

Barring an unforeseen retardation of the forward mo- 
mentum of general business indicated for the final half 
of this year, Clark Equipment may well earn $3.00, 
perhaps more, for the common stock this year. Recently 
around 21, the shares appear undervalued in relation to 
near-term prospects and offer attractive speculative 
value. 




















McGraw Electric 


McGraw Electric is probably best known by one of 
its principal products, the Toastmaster, an automatic 
electric bread toaster. In addition, however, the com- 
pany manufactures other household appliances such as 
water heaters, waffle irons, coffee urns, food containers, 
etc. The appliance division contributes the major por- 
tion of earnings but the company’s electric fuse business, 
acquired from the Westinghouse Electric Co. in 1930 is 
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McGraw 
Electric is rated the second largest manufacturer of elec- 
tric fuses. 

Despite the active competition among manufacturers 
of household electric appliances, McGraw Electric has 
not only more than held its own but made marked prog- 


becoming increasingly important. In fact, 


ress in recent years. No small measure of credit is re- 
flected upon the company’s merchandising and selling 
policies. 

Profits were shown in every year over the past decade, 
with the single exception of 1932 when a loss of less than 
$300,000 was reported. As recently as 1936, per share 
earnings exceeded the 1929 figure. Net in that year of 
$1,005,176 was equal to $2.13 per share, based on the 
present capitalization and allowing for a_ two-for-one 
split-up made in 1937. Despite the slump in general 
business last year, the company’s sales were well main- 
tained but profits were lower owing to non-recurring ex- 
penses incident to the transfer of important manufac- 
turing operations from Minneapolis to Elgin, Ill. Net 
available for the common stock in 1938 was equal to 
$1.88 a share, compared with $2.00 a share earned in 
1937. Dividends of $1.75 a share was paid in 1936, fol- 
lowed by payments of $1.00 in 1937 and 1938. 

Present capitalization consists solely of 472,600 shares 
of common stock. Financial position is comfortable and 
while current development costs may necessitate the con- 
servation of cash resources, dividends of at least $1.50 
a share this year appear to be a reasonable expectation. 

For the twelve months ended June 30, last, the com- 
pany reported earnings of $1,107,006 or the equivalent of 
$2.34 a share for the common stock. This was the most 
profitable twelve months’ period in the company’s his- 
tory and compared with $714,860 or the equivalent of 
$1.51 per share in the corresponding period a year ago. 
July orders this year were substantially in excess of those 
received during July, 1938, a record month. With the 
probability therefore that current earnings will be be- 
tween $2.50 and $3.00 a share, and a new high record, 
the issue recently quoted around 22 would appear to 
possess well-founded merit both for current income and 
eventual price appreciation. 


Cleveland Graphite Bronze 


In the first six months of the current year, Cleveland 
Graphite Bronze Co. reported earnings of $651,957, or 
the equivalent of $2.03 a share on the outstanding capi- 
tal stock. This is in marked contrast with the showing 
in the same period a year ago, (Please turn to page 535) 
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Refueling Stop 


Anent the recent market action 
of the aircraft shares, which have 
been quite sluggish despite the in- 
dustry’s order backlog of about 
$325,000,000, far above any previous 
figure, several explanations are be- 
ing offered by followers of the group. 
In the first place, these companies 
are highly dependent on govern- 
ment business and though present 
unfilled orders should keep the in- 
dustry busy for some time to come, 
the longer term outlook is still a 
question mark. Also, there is the 
possibility of a decline in export 
business as foreign plant capacities 
are increased, and a consequent de- 
cline in profit margins as producers 
become more dependent on domes- 
tic business. Those closest to the 
situation, however, insist that these 
factors are of too remote signifi- 


‘ a en eee 
Courtesy Curtiss-Wright Corp. 





For Profit and Income 





cance to have an important bearing 
on market action at this time, that 
recent dullness in the group is 
largely technical and more in the 
nature of a refueling stop than a 
permanent grounding, and that the 
aircrafts will soar again probably 
about the time when majority opin- 
ion has turned definitely bearish. 


New Under the Sun 


Libbey-Owens-Ford’s new safety 
glass using a new vinyl plastic 
binder developed jointly by Carbide, 
du Pont and Monsanto to be stand- 
ard in all General Motors 1940 
models. . Curtiss-Wright’s new 
four-bladed small diameter propeller 
which is expected to make possible 
material construction savings on 
multi-engined transports and bomb- 
ers. . . . Fisk’s “tire of tomorrow” 
for the superhighways of 1950, for 


Government orders for military planes such as the above, constitute the aircraft 
industry's biggest backlog. 


516 





developmental work on which the 
company will spend $1,200,000 over 
the next eighteen months. . . . GE’s 
and Westinghouse’s new type head- 
light, hermetically sealed against 
dirt and moisture, which will be 
used on practically all of next year’s 
cars. 


Utility Preferreds 


Though the utility average has 
recently penetrated its 1938 bull 
market high in contrast to the ac- 
tion of the rails and industrials, it 
is doubtful if current market levels 
fully discount the improved poli 
tical fortunes of the group and the 
strong upward trend of power con- 
sumption. Among preferred stocks 
there are a number of issues which 
are interesting from a current in- 
come standpoint and may well sell 
on a considerably lower yield basis 
later on. In this category are Ameri- 
‘an Water Works $6, Ohio Edison 
$7, West Penn Electric $7 and En- 
gineers Public Service $6. 


Mail Order Innovation 


The mail order trade and Wall 
Street are keeping an interested eye 
on Montgomery Ward’s current 
sally into the higher priced, quality 
goods field. Sable jackets and silver 
fox scarfs are not the sort of mer- 
chandise one ordinarily looks for in 
# mail order catalog but they may 
become almost as familiar as over- 
alls and hardware if Ward is suc- 
cessful in its “trading up.” If it is 
not successful it will have some sub- 
stantial inventory losses to absorb 
and Sears, Roebuck will be able to 
pat itself on the back for a policy 
cf watchful waiting. The latter com- 
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pany, incidentally, reports that at 
least a portion of its recent record 
sales gains has derived from ex- 
tension of installment credit facili- 
ties to cover practically its entire 
line; the obvious implication is that 
further sales increases may be at a 
somewhat slower pace. 


Corn Refiners Prospering 


Business of such leading corn re- 
finers as Corn Products and Penick 
& Ford is holding up well this quar- 
ter despite the normal tendency of 
sales to drop off at this time of 
year. The nation’s corn crop has 
not been seriously affected by the 
drought which has, however, served 
to increase demand for stock feeds, 
an important by-product of corn 
grinding. Low corn prices are also 
working to the advantage of refin- 
ers whose selling prices are not very 
flexible and whose profit margins 
therefore tend to fluctuate with raw 
material costs. 


Attractive for Income 


Bond traders note increased in- 
terest in Celotex 414s of 1947 pre- 
sumably on the strength of encour- 
aging reports with respect to the 
company’s operations. A manufac- 
turer of structural insulation and 
acoustical materials, Celotex is es- 
timated in some quarters to have 
more than doubled year earlier re- 
sults in the three months ended July 
31, which would mean that fixed 
charges were covered better than 
seven times. Selling in the low 90’s, 
the bonds yield close to 5%. 


Tire Company Earnings 


Among the most dramatic profit 
recoveries recorded by any of the 
major industrial groups in the first 
half of 1939 was that of the tire and 
rubber manufacturers. The improve- 
ment was shared by large and small 
concerns alike but in more recent 
months the smaller units, such as 
Fisk, General and Lee, have been 
especially favored by the strong 
upward trend of replacement sales 
in which type of business they con- 
centrate almost to the exclusion of 
original equipment business. Inven- 
tory losses, bogey of the industry. 
do not seem to be in the cards at 
the moment in view of the strength 


AUGUST 26, 1939 








Developments in Companies Recently Discussed 


earned in the corresponding months of 
1938. Costs and expenses for the period 
were sharply lower, enabling the com- 
pany to realize a gain in net despite 
somewhat smaller dollar sales. 


Chrysler earned $5.83 per common 
share in the first half of 1939, a gain 
of about 350 per cent over the $1.31 
reported for the like period of last year. 
Field stocks of new and used cars cur- 
rently bear a healthy relation to retail 
sales, according to the management, and 
prospects are that business will con- 
tinue at current levels or possibly show 
some improvement. Chrysler has mark- 
edly improved its competitive position 
in the motor industry; unit sales last 
helf gained 56.1 per cent over a year 
ago as compared with an increase of 
47.1 per cent for the industry as a whole. 


Sears, Roebuck's net income for the 
24 weeks ended July 15, 1939, equal to 
$2.42 per common share against $1.28 
the year before, was the second larg- 
est for the period in the company's his- 
tory, having been surpassed only by 
the $2.76 reported in 1937. Moreover, 
operations were charged with the crea- 
tion of ultra conservative reserves 
against credit losses as a result of 
Sears' extension of time payments to 
virtually its entire line (see “Mail Order 
Innovation" on opposite page). 


The decline in fluid milk prices in the 
New York metropolitan area last spring 
did not noticeably impair National 
Dairy's earning power. For the six 
months ended June 30, 1939, the com- 
pany reported common share profits of 
$1.01, up 42 per cent from the 71 cents 


Foster Wheeler had a first half deficit 
equal, after preferred dividend require- 
ments, to 75 cents per common share 
as compared a profit of 7 cents in the 
like 1938 period. Unfilled orders as of 
June 30 were slightly ahead of a year 
earlier. Incoming business has been 
spotty this year. There have been some 
orders for merine equipment and also 
from the oil refining industry whose new 
catalytic processes are expected to 
bring out further business, but utility 
buying has been slack. 


Sales of Collins & Aikman have been 
trending upward recently in response 
to motor industry buying for new model 
production and it is expected that the 
company will show a modest profit for 
the six months ending August 26. For 
the same period of last year the com- 
pany had a loss of $1.16 per common 
share as a result of attenuated auto- 
mobile production. With conditions as 
they are in the automobile industry, out- 
look for the second half of the current 
fiscal year is regarded as quite prom- 
ising. The company earned $2.88 in the 
second half of last year, which figure 
should be substantially bettered in the 
coming six months. 





in crude rubber this year and the 
strong statistical position of the 
commodity. There were some mis- 
givings with regard to tire prices 
in July as a result of the industry’s 
two ten-day, cut-price sales drives 
but these have now pretty well dis- 
appeared. Barring the unforeseen, 
second half earnings will probably 
top those of the first half. 


Market Gossip 


Insiders were on the buying side 
of the market in June while odd lot- 
ters, as is their wont, were selling 
stocks during the June-July rally 
until it became evident that the 
President’s © spend-lend program 
would be defeated whereupon they 
began buying on balance. * * * 
Chart readers point out that the 
market is in the apex of a tri- 
angle formed by connecting the 


1937, ’38 and °39 tops and the 1938 
and °39 bottoms. A definite break 
out of this formation either way, 
they hold, would herald a_ pro- 
tracted and substantial movement 
in the direction of the break. * * * 
Carrier Corp. has entered the home 
heating field and now offers heating 
and air-conditioning units suitable 
for installation in homes of the 
£5,000 to $8,000 class. Ninety per 
cent of new houses in this class are 
now being air-conditioned according 
to the company. * * * McKesson & 
Robbins 514’s of 1950 have staged 
a quiet comeback in the over-the- 
counter market. Ex-Coster, the 
bonds are now selling around 83 as 
compared with levels below 50 ear- 
lier in the year. Though interest 
payments are being hold up pend- 
ing reorganization, the recent trus- 
tee’s report of the company’s posi- 
tion and progress was encouraging. 
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Sound Stocks For 


Income and Appreciation 


Six Selected Issues in Favored Position 


Selected by THE MAGAZINE OF WALL STREET STAFF 


First National Stores 


1939 Price Range Recent 
High Low Price Dividend 
51 38s 49 $2.50 


Among leading grocery chain store organizations in 
the United States, the record of First National Stores 
has been outstanding. Although the company has been 
forced to meet increasingly keen competition and absorb 
larger costs. with its retail units concentrated in New 
England the organization has not been confronted with 
the serious problem of discriminatory tax legislation. 
Over the past ten years earnings have ranged from a 
high of $5.52 a share for the common stock in 1931 to 
a low of $3.14 a share in the 1937 fiscal year. Dividends 
have been paid continuously since 1926 and the present 
$2.50 annual rate has been paid since 1930. 

At the close of the company’s fiscal year, April 1, 
1939, there were in operation 2,244 retail units, of which 
449 were either of the large super-market types or com- 
bination grocery, fruit, vegetable and meat stores. Since 
1933 the management has steadily reduced the number 
of stores, concentrating its business into fewer and larger 
units. In the most recent fiscal year, despite a net decline 
of 106 retail units, sales were practically on a par with 
the previous fiscal period, totaling $124,222,956, as com- 
pared with $124,294.618 in the fifty-three weeks ended 
April 2, 1938. 

Last year First National Stores for each $1 of sales, 
showed a net profit of 2.2 cents. While this margin is 
considerably smaller than it was ten years ago, it is 
better than the average for grocery chains operating in 
other sections of the country. Although the company 
meets competitive prices it has gained for itself a repu- 
tation for handling high quality products and of total 
sales about 40 per cent is contributed by its own brands. 

Net income of $2,774,366 in the 1938-39 fiscal year 
was equivalent to $3.38 a share on 818,077 shares of 
common stock. In the previous fiscal period per share 
earnings amounted to $3.14. The company has no 
funded debt and ahead of the common stock are only 
7,007 shares of 8 per cent preferred stock. Financial 
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position is excellent. Current assets as of April 1, last, 
included over $9,000,000 in cash and securities and to- 
taled $19,865,019, while current liabilities were less than 
$5,000,000. 

Aided by rising consumer purchasing power and a 
favorable spread between raw material, wholesale and 
retail prices, a further rise in profits over the coming 
months is foreshadowed. Selling at 49 the shares are 
obtainable to yield 5 per cent and should prove a worthy 
addition to an investment portfolio. 


Hudson Bay Mining & Smelting Co. 


1939 Price Range Recent 
High Low Price Dividend 
35% 254 34 $1.50 


Hudson Bay Mining & Smelting Co. was organized 
about twelve years ago to develop mining claims in 
Northern Manitoba and Saskatchewan. At about the 
point where operations reached a profitable production 
stage, copper and other basic metals suffered a severe 
slump in prices and the company was prevented from 
demonstrating its worth. Since 1933, however, the enter- 
prise has made a profit in every year. 

Total tonnage of ore milled in 1938 was the highest 
it has been in any year in the company’s history. About 
33 per cent of plant ore requirements were derived from 
underground mining operations and 17 per cent from 
open-pit. In 1938 the company mined a total of 1,702, 
329 tons of ore of which 1,653,123 tons averaging, per ton, 
copper 2.03 per cent, zinc 4.2 per cent, gold 0.101 ounces, 
silver 1.60 ounces, were milled. From this tonnage treated, 
and from 138 tons of purchased custom ore and concen- 
trates, were produced 54,825,936 pounds of copper, 76, 
$27,172 pounds of zinc, 126,107 ounces of gold, 1,835,950 
ounces of silver and substantially smaller quantities of 
such metals as cadmium, selenium and tellurium. Total 
ore reserves at the end of last year were estimated at 
27,534,000 tons. Production of zinc and silver in 1938 was 
the largest for any year to date, while the production of 
gold, copper and cadmium were only exceeded in 1937. 

Due, however, to lower earnings level of non-ferrous 
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metal prices in 1938, the dollar volume of sales totaled 
$13,357,827, compared with $16,784,178 in 1937. Net 
profit last year, before depletion, totaled $4,435,432 or 
the equivalent of $1.61 a share on the capital stock. This 
compares With net profit of $7,490,653, or $2.71 a share 
in 1937. 

Capitalization of Hudson Bay Mining & Smelting con- 
sists solely of 2,757,973 shares of capital stock. Current 
assets at the close of 1938, including over $7,000,000 in 
cash and marketable securities, amounted to $12,248,761 
and current liabilities were $2,033,562. Last year two 
dividends of 75 cents each were paid and thus far in 
the current year one dividend of equal amount has been 
disbursed. 

With the benefit of somewhat higher prices, the com- 
pany’s earnings in the first six months of the current 
year totaled $2,243,591, equal to 81 cents a share for 
the capital stock. This compares with $2,038,322 or 74 
cents a share in the same months of 1938. With the 
effects of the improved price structure for non-ferrous 
metals likely to be more apparent in the company’s 
showing for the last six months, earnings for all 1939 
promise to be in the neighborhood of $2 a share. With 
the assurance of a strong financial position, the proba- 
bilities are that dividends will keep pace with any im- 
provement in earnings. Selling around 34 the shares 
invite favorable speculative consideration for moder- 
ately long term commitments. 


Columbian Carbon 


1939 Price Range Recent 
High Low Price Dividend 
94 73 90 $4 


Columbian Carbon Co. is one of the two largest com- 
panies engaged in making carbon black, manufactured 
by the incomplete combustion of natural gas in a process 
which can only be carried on where there is a huge 
supply of cheap fuel. The company owns or leases nearly 
380,000 acres of natural gas land and at the end of last 
year there were nearly 750 producing wells on its own 
or fully leased properties. Possessing enormous supplies 
of natural gas, production is naturally much in excess 
of that required for the manufacture of carbon black. 
It is the sale of this surplus natural gas which provides 
the bulk of the company’s revenues and introduces a 
desirable measure of stability in what otherwise would 
bea widely varying rate of operations and profits. Last 
year the company’s net sales totaled $12,709,616 of 
which natural gas contributed 38.3 per cent, carbon black 
9 per cent and 26 per cent from the sale of printing ink, 
ron oxide and other products. Natural gasoline revenues 
contributed about 7 per cent. 

Significantly, last year the company’s sales of natural 
gas attained a new peak at $4,866,090, while sales by 
the natural gas industry as a whole showed an estimated 
lecline of more than 5 per cent. Owing, however, to a 
sharp decline in carbon black sales and a decline in the 
domestic prices of carbon black to the lowest level in 
% years, under the pressure of heavy supplies, the com- 
pany’s total net sales declined about $3,000,000. Net 
Profit last year of $2,757,540 compared with $4,466,249 
in 1937, Applied to the 537,406 shares of stock, com- 
prising the company’s entire capitalization, earnings last 
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year were equal to $5.13 a share, as compared with $8.31 
a share reported in 1937. This year, despite the fact 
that carbon black prices have not been marked up ap- 
preciably, the company’s earnings have been aided by 
substantially increased takings by leading consumers of 
carbon black—the paint and tire industries. Accom- 
panying increased demand has been improvement in the 
statistical position of carbon black and at present time 
total inventories are estimated to be in the neighborhood 
of 150,000,000 pounds, as compared with about 170,- 
000,000 pounds at their peak in August, 1938. 

The report of Columbian Carbon for the six months 
to June 30 last, disclosed net income of $1,633,599, or 
the equivalent of $3.04 a share for the capital stock. 
This compared with $1,377,072 or $2.56 a share in the 
same months a year ago. For all of 1939, the company 
should experience no undue difficulty in showing earn- 
ings of better than $6 a share. On this basis, 50 per cent 
margin of safety will be provided for the present $4 
dividend, which coupled with the company’s excellent 
financial position might well influence directors in de- 
claring a generous year-end extra. Currently quoted 
around 90 the shares of Columbian Carbon afford a suit- 
able vehicle for income and further evidence of improv- 
ing earnings would doubtless justify higher quotations. 


American Can Company 


1939 Price Range Recent 
High Low Price Dividend 
103% 83% 100 $4 


There are several elements in the current outlook for 
American Can Company which promise to contribute 
in an important measure to earnings, enabling the com- 
pany to show a material improvement over 1938 oper- 
ations. The manufacture of tin containers is now ap- 
proaching a seasonal peak. The three months, July to 
September, normally account for about 50 per cent of 
annual sales, a seasonal concentration which reflects the 
extent of the industry’s reliance upon the food and 
vegetable packs. Last year, as a result of unusually 
favorable growing conditions, the principal vegetable 
packs were much larger than the market could readily 
absorb and the packers entered the current year with 
large stocks on hand. Concerted sales efforts and lower 
prices have enabled packers to speed up the movement 
of stocks into consumption. Government surveys indi- 
‘ate that such crops as tomatoes. peas, corn and string 
beans have been reduced from 13 to 30 per cent this 
year. This would seem to presage a relative decline in 
the sale of packers’ cans which, however, will be par- 
tially offset by some increase in the pack of fruit juices, 
fish and baked beans. Sales of beer in cans may gain 
from 5 to 10 per cent, and the outlook as a whole indi- 
‘ates that total sales of all cans this vear will be at least 
on a par with 1938, and may possibly be moderately 
higher. So far in 1939 the concession in tinplate prices 
which last vear upset the container industry has been 
lacking, and consequently, costly rebates will probably 
not be a factor in this vear’s earnings. 

American Can is the dominant factor in the tin con- 
tainer industry. accounting for about 46 per cent of 
the dollar volume sales of all cans in 1938. The company 
has captured the major share of the beer can market 
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and, in recent years, has been making marked progress 
in the development of paper containers utilized princi- 
pally in the retail distribution of milk. Recent reports 
indicate that the company is now turning out 6,000,000 
paper containers or more weekly. Plans for expanding 
this division of the business are being unfolded in an 
orderly fashion, with efforts at the present time being 
concentrated on the West Coast. Early this year the 
company issued $10,000,000 debentures, a large part of 
the proceeds of which will doubtless be used in enlarg- 
ing its paper container facilities. 

In addition to the aforementioned debentures Ameri- 
can Can’s capitalization consists of 412,333 shares of 
7 per cent preferred stock and 2,473,998 shares of com- 
mon stock. The financial position at the close of 1938 
was comfortable, with current assets, including $11,000,- 
000 cash totalling $62,930,582 while current liabilities 
were slightly less than $20,000,000. 

Last year the company’s earnings available for the 
common stock were equal to $4.35 a share, comparing 
with $6.08 a share in the previous year. Adversely af- 
fected by the combination of reduced sales and heavy 
rebates to customers in order to adjust for the decline 
in tinplate prices, profits last year can hardly be regarded 
as a normal criterion of the company’s earning power. 
Profits this year may well exceed $5 a share, a figure 
which should provide adequate coverage for the present 
$4 dividend. Recently quoted around 100, to yield ap- 
proximately 4 per cent, the shares invite favorable con- 
sideration as one of the sounder common stock equities 
fer both income and longer term price enhancement. 


Timken-Detroit Axle Co. 


1939 Price Range Recent 
High Low Price 
18% 10% 14 


Dividend 
See text 


Manufacturing activities of Timken-Detroit Axle Co. 
embrace two major products—automobile truck axles 
and oil burners. Normally, the former accounts for 60 
per cent of the company’s total volume of business. Not 
only does Timken-Detroit supply most of the indepen- 
dent truck and bus manufacturers with rear axles and 
transmissions, but also supplies a substantial portion of 
Ford’s truck axles. Other automobile parts include trans- 
missions, bevel gears and a two-speed rear axle. The 
company’s oil burners are extensively advertised and 
marketed under the name of Timken Silent-Automatic 
and these products have attained a strong trade posi- 
tion. Despite the company’s ascendancy as an important 
trade unit in the building industry, sales and earnings 
are still largely dependent upon cyclical changes in the 
automobile industry. 

Due principally to a sharp decline in production of 
motor vehicles and trucks last year, net profit declined 
to $828,035 from $1,811,246 in 1937. Nevertheless, Tim- 
ken-Detroit’s 1938 showing compared very favorably 
with that of many other leading companies supplying 
the motor industry, most of which showed losses last 
year. After allowing for preferred dividends, net avail- 
able for the company’s 986,150 shares of common stock 
was equivalent to 69 cents a share, comparing with 
$1.68 a share on a somewhat smaller amount of stock 
in 1937. At the end of last vear total current assets were 
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$9,456,007, including cash and marketable securities § 
some $4,300,000. Current liabilities amounted to onl 
$891,743. On June 1, last, the company retired allg 
its preferred stock without resort to additional financigy 
and at an annual saving calculated to be equivalent 
to 15 cents a share for the common stock. 

The company’s report cov ering operations and ea 
ings for the first six months has not been released, but 
reliable estimates indicate earnings equal to about § 
cents a share for the common stock, which would co 
pare with 31 cents a share in the same period a ye 
ago. With the normal seasonal impetus usually prese 
in the last six months of the company’s year, earningy 
for all of 1939 may well be in excess of $1.75 a share, 

Last year 50 cents a share was paid in dividends om 
the common stock. No payments have been made thug 
far in the current year but with earnings showing sub 
stantial improvement, some disbursement on the com 
mon shares would appear to be a virtual certainty prior: 
to the year-end. Recently quoted around 14, the share 
are about mid-way between this year’s high and low) 
and appear quite reasonably valued in relation to inde 
cated earnings. Among lower priced issues the shares) 


may be credited with promising speculative possibilities, 


El Paso Natural Gas 


1939 Price Range Recent 
High Low Price Dividend 
37 28 35 $2 4 


Among leading public utility systems there are few 
which can match the impressive earnings gains recorded 
by El Paso Natural Gas Co. in recent years. In 19386, 
the company reported net income of $1,071,828; i 
1937, net was $1,886,004 and last year brought a fur’ 
ther rise to $2,083,689. In this year again, both revenues | 
and earnings promise to record an important gain. | 

El Paso Natural Gas operates a system of pipe lines) 
carrying natural gas from the Lea County field in south 
eastern New Mexico for resale to various public utilk] 
ties, industrial enterprises and domestic consumption it 
El Paso, Texas, Phoenix and Tucson, Arizona and vicil- 

Normally about 40 per cent of the company’s reve" 
nues are obtained from the sale of natural gas to copper 
producers and smelters and this percentage is likely to 
be larger in the current year, reflecting long term com 
tracts executed early in February with the Miami Cop 
per and Phelps Dodge Corp. Notwithstanding this 
dependence on an extremely volatile industry, the com) 
pany’s earnings have been more or less immune from 
variations in the degree of activity in the copper indus 
try. Such a showing has doubtless been made possible 
by well controlled costs and a balanced capitalization. 

Near the end of 1938 El Paso Natural Gas sold ptr 
vately $6,000,000 first mortgage 314 per cent bonds, 
utilizing the proceeds, plus the proceeds from a $4,000" 
000 bank loan to retire indebtedness bearing a higher 
interest rate, and for the purpose of financing the nece® 
sary expansion in plant facilities. In addition there ate 
outstanding 14,797 shares of 7 per cent preferred stock 
and 601,594 shares of common stock. Financial positiol) 
is satisfactory. 

Applied to the common stock, earnings last year wele 
equal to $3.29 a share, com- (Please turn to page 535) 
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BUSINESS ACTIVITY 


(M.W. S. INDEX) 








CONCLUSIONS 





INDUSTRY—General business activity 
rises to best level since October, 
1937. 














TRADE—Retail sales pick up sharply. 





COMMODITIES—World surpluses of 


farm staples reach ominous propor- 


1923-25=100 





tions. 





MONEY AND CREDIT — Broad 


trend of money situation continues 





to favor business. 



























































With practically all components of our Busi- 
ness Index, save Automobile Assemblies, re- BUSINESS CREDIT 
porting normal, or better than normal, sea- 
sonal expansion, the Nation's per capita volume 
of Business Activity rose sharply during the 
past fortnight to around 91% of the 1923-5 
average—the best level since the week ended DEPOSITS 
October 23, 1937. Without compensation for 
population growth (Federal Reserve basis) this 
is equivalent to 105, compared with an aver- 
age of 101 for the month of July. Rather 
curiously, the business pattern this year has 
closely parallelled last year's contour; but at a 
20%, higher level. Last year, the four months’ 
rise, which flattened out after mid-August, 
amounted to about I! points. This year, the 
advance from the year's low has thus far 
amounted to a little more than 9 points. While 
it is admittedly illogical to lean heavily upon 
this Ponies: | analogy, experience teaches 
that it is maul for business to expand much 
more than 10 points without a period of con- 
solidation, and it would not be surprising if a 
period of hesitation should begin this year 
during August. 


TOTAL INVESTMENTS 


BILLIONS OF DOLLARS 


* * * 


What happens after this probable i” of BANK DEBITS t 


consolidation is somewhat conjectural; though 
we do not look for any considerable business 
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Business and Industry 





Latest Previous Last 
Date Month Month ih PRESENT POSITION AND OUTLOOK 








INDUSTRIAL PRODUCTION (a)| July 102 98 83 


INDEX OF PRODUCTION AND (Continued from page 521) 


TRADE (b) June 83 82 72 ae : 
edition fein 719 77 67 set-back within the coming twelve months. Inter- 


Durable Goods June 62 61 42 union strife promises to hamper individual plants 
Non-Durable Goods June 90 87 89 and industries from time to time; but selfish’ indif- 
Primary Distribution June 79 77 10 ference of labor leaders to the public's welfare, and 
Distribution to Consumers June 94 94 84 the widening rift between conservative and radical 
Miscellaneous Services June 81 81 15 wings of the Democratic party, both point to an 
early revision of labor legislation in the interest 
WHOLESALE PRICES (h) July 75.3(pl) 75.6 78.8 of recovery and a probable change of Administra- 
x tion in 1940. Rejection by Congress of the Presi- 
agi romeo ga i. ¢. b.) tie 94.1(pl) 96.4 113.7 dent's spending-lending program will of itself have 
Semi-Finished Goods peng 112.6(01) 413.7 191 ‘5 little effect, one way or the other, upon total busi- Produc 
Finished Good } 109.4( 1) 109.6 bt-ipe ness volume; since the Federal deficit for fiscal | Withd 
ein ee — —_ . : year ended June 30, 1940, will be fully as large as Stocks 
COST OF LIVING for the 1939 fiscal year, and so will the amount 
June 84.7 84.8 86.7 raised through sale of Government securities to | GENER 


June 71.9 78.1 81.9 | the banks. | Machi 

Housing June 86.0 86.2 86.7 * * + 

Clothing | June 72.0 71.2 73.9 | bee 
| 


Fuel and Light June 83.4 84.0 83.7 = s Frei: 
ae ig pnt 96.6 96.6 975 Dividends declared in July were 8% more Pass 


s liberal than for the like month of 1938. Unem- Cigare! 
Purchasing value of dollar soon = dh _ ployment in June was 4.3% less than in May, | site 
NATIONAL INCOME‘(cm){....| June $5,718 $5,209 $5,388 and 12.7% below June of last year. Retail | Boot a 
prices, for the first time in nearly two years, are | Paper 
CASH FARM INCOME} slightly higher than a year earlier; but wholesale = | Portlar 

Farm Marketing | $501 $508 $514 prices are off 4%. ae 
Including Gov't Payments | 552 559 
Total, First 6 Months 3,381 3,341 eo 
Prices Received by Farmers (ee). .| 89 
es — Pest Pri | 120 Department store sales, after a moderate dip | 
pe — ee in the final week of July, spurted to 9% above last 
aid (ee) eee : year during the week ended Aug. 5, against a | 
FACTORY EMPLOYMENT (f) four-weeks' gain of only 5%. Chain store sales 
Seishin Gonds | 7 ’ in July were 10% ahead of last year, compared ELECTR 
Non-durable goods with a seven-months’ increase of 9%; mailorder | 9 KWE 
— sales rose 19%, against 18% for seven months; | ons 
FACTORY PAYROLLS (f)..... 5 : while variety store sales gained 6.1%, com- 
(not adjusted) pared with 5.6% for seven months. ieee 














Railwa 





























Carloac 


“RETAIL TRADE | ae a F Gain. 


Department Store Sales (f) | 86 Coal... 


Chain Store Sales (g) July 112.0 : ’ . Forest | 
Variety Store Sales (g) July 119 ‘ Carloadings are increasing currently at about | —" 


Rural Retail Sales (j) June 131.7 ' the normal seasonal rate; but the margin of increase | Bi | Cc 1 
Retail Prices (s) as of Aug. 89.3 : over last year has widened to 14%. For the first a 
: month this year, Class | railroads in July earned | STEEL P 
FOREIGN TRADE a small balance after charges and rentals, against Pig lro 
Merchandise Exports t | June $236.0 $249.3 $232.7 an aggregate net loss of $4,000,000 in July, 1938. | Scrap $ 
Cumulative year's total to June 30 1,415.4 1,094.6 During the first six months of the current year, total | Finishe 
Merchandise Imports t June 179.0 ‘ gross income increased 11% over the like period | ‘STEEL 
Cumulative year's total t to June 30 1,094.6 in 1934; yet net earnings declined 27%, owing | % of ( 
x to a 36% rise in taxes, and a 15% increase in | BH, CS 
| RAILROAD EARNINGS operating expenses and rentals attributable largely | CAPITA 
Total Operating Revenues * 1st 6 mos.$1,804,127 | to a 20% advance in hourly wages with virtually | 
Total Operating Expenditures*. .|1st6 mos. 1,400,744 . as teppinid 7 
- “en ene 4 72.470 no change in aggregate man-hours worked by | ae 
e a : : a i | | 
Net Rwy. Operating Income*...|1st6mos. 165,263 employees. The I. C. C. is planning a c igi ‘PETROL 
é ; to stablize the freight rate structure by halting rate Ee Avere 
Operating Ratio % 1st 6 mos. 71.64 : cutting wars between rails and trucks. 1 Gud ? 
Rate of Return % 1st 6 mos. 1.57 ; * ic 
| Tota 


BUILDING Contract Awards (k) * «* * | Gas Fu 


F. H. A. Mortgages ; | Gude- 
Selected for Appraisalf........| July Secretary Hopkins states that the total value of | Cude— 


Accepted for Insurancet July construction contracts, public and private, Gasolin 
Premium Payingt July awarded during the first half of the current year was ——____ 
—J| 31% above the like period last year, with resi- th 
Building Permits (c) dential contracts showing an increase of 65%. term trenc 
214 Citiest $67.8 He believes that this rate of increase in Residential Dept. of 
New York Cityt . : 73.0 Contracts will be maintained in the second half h)—U.S. 
4 SS ee eer ss 140.8 year; but that total construction may not make such liminary. 
a favorable comparison as in the first half. 1936—1( 
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Engineering Contracts (En) { $223.3 | 
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Date 


Previous 


Month 


Latest 
Month 


Last 
Year 


PRESENT POSITION AND OUTLOOK 








STE! 
Ingot Production in tons * 
Pig Iron Production in tons*.... 
Shipments, U. S. Steel in tons*. . 


July 
July 
July 


3,125 
2,118 
733 


1,974 
1,202 
442 


3,289 
2,356 
676 





AUTOMOBILES 
Production 

Factory Sales 

Total 1st 6 Months 
Retail Sales 

pervert ee U. S. (p) 

Trucks, U 





June 


1939 


1st6mos. 1,409,102 
1st 6 mos. 


309,720 
4,953,533 


297,508 174,670 


1,203,343 


974,023 


248,826 196,067 








| PAPER (Newsprint) 

| Production, U. S. & Canada * (tons). 
Shipments, U.S. & Canada * (tons). . 

_Mill Mill Stocks, U. S. & Canada * (tons) . 


July 
July 
July 


302.6 
297.1 
219.1 





‘UQUOR (Whisky) 

| Production, Gals. * 

| Withdrawn, Gals. * 
Stocks, Gals. * 


June 
June 
June 


5,782.2 
4,889.8 
30 478,875 


7,971.0 
4,728.2 





|GENERAL 
| Machine Tool Orders (n) 
| Railway Equipment Orders (Ry) 
| Locomotive 
| Freight Cars 
| Passenger Cars 
Cigarette Production f 
| Bituminous Coal Production * (tons). 
| Boot and Shoe Production Prs. * 
| Paper board, new orders (st.)...... 
a Cement Shipments™ bbls. . 





July 


July 
July 
July 
June 
July 
July 
June 
June 
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ACTIVITY 1923-25—100.. 


[ELECTRIC POWER OUTPUT 
niin 





230.9 


4 8 3 

None 1,324 None 
39 14 None 
16,595 15,445 14,717 
29,490(pl) 27,900 23,367 
34,000(pl) 31,640 30,742 
383,371 372,893 298,845 
1 2, nN J _ 12, 148 


- WEEKLY INDICATORS. 


ree 
Week ; 


Piadaes 


Week 


10 (943 





91.4 


2,333 2,325 2,134 





| TRANSPORTATION 
Carloadings, total 


Manufacturing & Miscellaneous... . 


L. C. L. Mdse 


STEEL PRICES 

Pig Iron $ per ton (m) 
| Scrap $ per ton (m) 
eehed c per Ib. (m) 


STEEL OPERATIONS 
_% of capacity w week ended (m).. 


Aus. 


Aug. 


Aug. 


665,197 
40,103 
117,947 
31,222 
255,763 
153,117 


661,136 
42,270 
115,551 
31,933 
253,952 
154,657 


589,568 
47,890 
91,517 
29,722 

230,931 





90 61 
15.42 
2.236 


19.61 
14.41 


20.61 
3 15.46 
15 2.236 


19 





CAPITAL GOODS ACTIVITY 
| (m) week ended 


Aug. 


12 


148,537 


2.300 





‘PETROLEUM 

| Average Daily Production bbls. * 

| Gude Runs to Stills Avge. bbls. * 

| Total Gasoline Stocks bbls. * 

| Gas Fuel Oil Stocks, bbls. * 

| Gude—Mid-Cont. $ per bbl 

| Cude—Pennsylvania $ per bbl... .. 
Gasoline—Refinery $ per gal 





Aug. 
Aug. 
Aug. 
Aug. 
Aug. 
Aug. 
Aug. 


12 ; 3,909 
12 3,460 3,445 
12 75,859 16,431 
12 109,604 109,959 
19 82 82 
19 1.48 1.48 
19 .06 06 


3,360 
3,269 
74,498 
117,359 
1.22 
1.40 








065% | 


Retail sales of automobiles during July were 
50% above last year, against an increase of only 
45% in factory sales. The annual, one-week, 
Automobile shows are scheduled to begin on the 
following dates: Rochester, Oct. 14; Indianapolis, 
Los Angeles and New York City, Oct. 15 
Baltimore, Buffalo, Detroit, Milwaukee, Pittsburgh 
and Toronto, Canada, Oct. 21; St. Louis, Oct. 22; 
Philadelphia, Oct. 26; San Francisco, Nov. 3; 
Chicago, Nov. 4; and Chicago Motor Truck Show, 
Nov. 8. 


* * . 


About evenly divided between domestic and 
foreign, machine tool orders expanded in July 
to 230.9% of the 1926 average, compared with 
211.6 in June and 89.6 in July of 1938. New 
orders received by lumber mills in the week 
ended Aug. 5 were 19% above last year, against 
a cumulative gain of only 14% for the year to 
date. New orders booked in July by factories 
reporting to the National Industrial Conference 
Board were only 37% ahead of last year, com- 
pared with the peak increase of 47% in June. 


* © « 


July boot and shoe production is estimated 
at 34,000,000 pairs—a gain of 10.6% over the 
like period last year, compared with a seven- 
months’ increase of 12.4%. 





Electric Power output continues to expand 
at a considerably greater than normal seasonal rate; 
though the margin of increase over last year has 
narrowed to 9.4%. Final transfer to the TVA of 
Commonwealth & Southern’s properties in Tennes- 
see probably signals the end of important Govern- 
ment competition with private industry. 


* * * 


Under pressure for prompt delivery of structural 
and miscellaneous shapes, the steel operating 
rate has risen to above 62% of capacity. Since 
the mills have not built up any considerable stocks 
of automotive steel, the outlook is for further ex- 
pansion as more motor plants get into production 
on 1940 models. Third quarter profits for the in- 
dustry will make a far better showing than either 
the first or second quarters. 


* * * 


In consequence of the heavy volume of crude 
oil which has been moving of recent weeks at 
considerably less than posted prices—a volume 
estimated at 1/7th of total production—sharp 
reductions have been announced during the past 
fortnight in official prices for mid-continent Crude. 
To head off further demoralization, six leading 
producting States have ordered an immediate 
two-weeks’ suspension of output. 





t—Millions. *—Thousands. 
term trend. (c)—Dun & Bradstreets. 
Dept. of Agric., 1924-29—100. 
h)—U.S.B.L.S. 1926—100. 
liminary. 
1936—1 00. 





(st)—Short tons. 


(a}—Federal Reserve 1923-25—100. 

(cm)—Dept. of Commerce estimates of income paid out. 
(ee}—Dept. of Agric., 
(j)—Adjusted—1 929-31—100. 
(s)—Fairchild Index, Dec., 1930—1 00. 


1909-14—100. 


(En)—Engineering News Record. 


(f)}—1923-25—100. 
(k)}—F. W. Dodge Corp. 
(Ry)—Railway Age. 


(b)—Federal Reserve Bank of N. Y. 100%—estimated long 


(d)—Nat. Ind. Conf. Bd. 1923—100. (e)— 
(g)—Chain Store Age 1929-31—100. 
(m)—Iron Age. (n)—1926—100. (pl)— Pre- 


(n. i. ¢. b.)}—Nat. Ind. Conf. Bd. 
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Trend of Commodities 


Commodity markets have remained singularly calm in the 
face of the latest European political crisis. Wheat and sugar 
prices under similar circumstances a year ago and again 
early this year rose sharply, if briefly, but both of these war 
commodities have held within a comparatively narrow range 
and such price changes as have taken place can be readily 
accounted for by normal factors. Cotton prices which re- 
flected selling pressure during the two previous war scares 


have displayed firmness. Strength in domestic grain prices 
in the face of a supply-demand situation which leaves much 
to be desired probably is due in a large measure to the las 
minute inclusion of an appropriation of $119,000,000 fo 
the Commodity Credit Corp. in the Deficiency Bill. War 
developments may conceivably become an increasingly 
dominant factor; whether they do or not, the wisdom of 
sizable forward commitments is questionable. 





INDEX 1926100 


U.S. DEPT. OF LABOR 


WHOLESALE PRICES 
LONG TERM TREND 


19 ‘20 ‘22 24 ‘27 29 I 34 37 


Farm Products............ 61.4 no change 
_ SSeS : 66.7 no change 
Hides and Leather. . eee 93.5 down 0.2 
SNe mt 67.2 down 0.3 
Fuel and Lighting xe up 0.2 





Changes in Major Commodity Price Groups for the fortnight Ended Aug. 12, 1939 


LABOR COST 
or 


Le INISHED PRODUCTS 


INDEX NUMBERS 


MATERIAL 


M.W. S. INDEX 





JFMAMJJASOND JFMAMJJASOND 
L 1938 1939 ae 


Metals. . ; . 93.5 down 0.1 
Building Material... . 90.1 up 0.7 
Chemical Sh. : 74.5 down 0.1 
Housefurnishings. .. . er ‘ 87.6 no change 
Miscellaneous... ... . : 73.0 up 0.1 








Latest Previous Year 


Wk. or Mo. Wk. or Mo. Ago 


COTTON 


Price cents per pound, closing 


.19 8.72 
December mh, 8.57 
9 9.22 

(In bales 000’s) 
Visible Supply, World 48 6,471 
Takings, World, wk. end . 18 326 
Total Takings, season Aug. 1 to.... .18 833 
Consumption, U. S 521 
Exports, wk. end . 18 50 
Total Exports, season Aug. 1 to.... “48 121 
Government Crop Est 4 Aaa 


Active Spindles (000's) 21,915 21,975 21,915 | wes 





Cotton. The Government crop estimate based 
on conditions as of August 1 placed the current 


8.30 crop at 11,412,000 bales, 531,000 bales below | 


8.37 | last year and the smallest yield in four years. On 
8.42 | the basis of the 11,050,000 bales remaining in 
| the Government loan account and about 700,000 | 


7,613 | bales of “free” cotton total indicated supply | 


295 amounts to 23,162,000 bales. Domestic con- 

780 | sumption and exports may utilize 12,700,000 

448 | bales leaving a carryover of nearly 10,500,000 

60 | sbales. 

139 | 
11,943(ac)| 


* * * 


Wheat prices steadied. Apparently 





WHEAT 
Price cents per bu. Chi. closing 
September Aug. 67 
December Aug. 66%, 


the prospect that sufficient funds would be avail- 
able for crop loans through the medium of the 
Deficiency Bill was sufficient to offset the bearish 
implications of the latest Government crop es- 

timate. Based on August 1 conditions the current | 





5446 64% 
644 66% 


Exports bu. (000's) since July 1 to.) Aug. 12,762 9,144 20,345 | wheat crop is estimated at 731,000,000 bushels | 


Exports bu. (000's) wk. end Aus. 3,018 1,377 3,395 

Visible Supply bu. (000's) as of...) Aug. 145,943 143,935 101,145 

Gov't Crop Est. bu. (000's).......| Aug. 731,432 716,655 930,801(ac)! a 
} | 





an increase of 13,000,000 bushels over the previ- | 
ous estimate. 
* * 








CORN 

| Price cents per bu. Chi. closing 

September | Aug. 19 4334 
December | Aug. 19 42% 

| Exports bu. (000's) since July 1 to.| Aug. 12 350 

| Visible Supply bu. (000's) as of...| Aug. 12 16,852 19, 
| Gov't Crop Est.’bu. (000's) Aug. 1 2,459,888 2,570, 


| 


| 
| 


237 26,087 port. The reduction in apparent yield was caused 
853 11,497 | principally by drought conditions in Kansas, 
795 nalonenn Texas and Oklahoma. 
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Corn. Prices rallied moderately following the | 
most recent Government crop estimate which 
435, 53% | placed the current crop at 2,460,000 bushels, a | 
42%, 49% | drop of 110,000,000 since the previous crop re | 
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REET 


Domestic 

PROC Re ccciisis Sain nee. as 
Refined Prod., Domestic (tons) 
Refined Del., Domestic (tons) 
Refined Stocks, Domestic (tons)... . 
Refined Prod., World (tons) 
Refined Del., World (tons)........ 





Refined Stocks, World (tons) 





Date 


Aug 
Aug. 
July 
July 
July 
July 
July 


Latest 


Wk. or Mo. W 


10.50 
10.50 
57,339 
59,681 
316,543 
158,236 
181,487 
490,419 


Previous 


10.50 
61,719 
53,573 

335,017 

173,205 

180,433 

513,670 


k. or Mo. 


Year 
Ago 


PRESENT POSITION AND. OUTLOOK 








35,596 
48,071 
339,997 
139,483 
177,580 
523,196 





— 


TIN 
Price cents per lb., N. Y 
Tin Plate, price $ per box 
World Visible Supply f as of... ..! 
U. S. Deliveriest 
U.S. Visible Supplyt as of 


48.85 
5.00 
30,055 
5,275 
5,339 


48.70 
5.00 
30,866 
4,925 
4,388 


43.00 
5.35 
29,061 
3,775 
4,071 





‘LEAD 
Price cents per Ib., N. Y 
U. S. Production (tons) 
U. S. Shipments (tons) 
Stocks (tons) U. S., as of 


5.05 
38,986 
38,898 

129,366 


5.05 
46,006 
40,124 

129,270 


4.90 
35,028 
35,048 

164,554 





ZINC 
Price cents per Ib., St. Louis 
U. S. Production (tons) 
U. S. Shipments (tons) 
Stocks (tons) U. S., as of 


4.75 
39,669 
43,128 

131,782 


4.75 
39,450 
37,284 

135,241 


4.75 
30,362 
33,825 

146,208 





SILK 
Price $ per Ib. Japan xx crack 
Mill Dels. U. S. (bales), season to. . 
Visible Stocks N. Y. (bales) as of. . 


2.67 
26,142 
25,748 


1.73 
32,593 
42,305 





| RAYON (Yarn) 
Price cents per Ib 
Consumption (a) 
Stocks as of (a) 


51.0 
329 
25.0 


51.0 
31.9 
53.6 





WOOL 
Price cents per Ib. tops, N. ¥ 


86 


81 





HIDES 
Price cents per Ib. No. 1 Packer... 
Visible Stocks (000's) (b) as of .... 
No. of Mos. Supply as of......... 


11 
13,002 
Td 








RUBBER 
Price cents per Ib | 
“PLE AU SS eR eee rer ee | 
PONSUIMMELION, (Uy Ou Ps i o.5.2 ones sss 
Stocks U. S. as of 
Tire Production (000's) 
Tire Shipments (000's) 
Tire Inventory (000’s) as of 





16.75 
36,739 
43,880 

174,240 

4,837 
5,733 
8,804 





COCOA 
Price cents per Ib. May.. 
Arrivals (thousand bags) 
Warehouse Stocks (thousand bags.). | 


zz 


Aug. 
July 
Aug. 


4.41 
232 
1,386 





COFFEE 
Price cents per Ib. (c) 
Imports, season to 


U.S. Visible Supply (bags 000’s). .| 


—_ 


Aus. 
July 
Aug. 


7.50 
912 





SUGAR 
Price cents per Ib. 
Duty free delivered 
Refined (Immediate Shipment). . . 
U. S. Deliveries (000's)* 
U. S. Stocks (000's)* as of (RR).... 


—— 





Aug. 19 
Aug. 9 


1st 7 mos. 


July 31 


2.75 
4.30 
3,494 
738 








Copper. Statistical position of copper under- 
went considerable improvement in July. World 
stocks of refined copper dropped 23,251 tons. 
The largest decline occured in domestic stocks 
which were off 18,469 tons. Primary production 
of foreign copper was about the same as in the 
preceding month while domestic output was 
down 2,362 tons. Effective August 16, the for- 
eign copper cartel raised production quotas to 
105 per cent. Prices should hold firm. 


o ” ” 


Tin. Domestic takings continue slack and war 
scares have apparently done nothing to accelerate 
forward buying. Talk is being heard of another 
increase in quotas when the International Tin 
Committee meets on Sept. 21. Demand will 
improve in the fourth quarter and prices should rule 
firm. 

* = * 

Lead. Demand has slackened somewhat over 
the past fortnight. Fundamentally, however, lead 
is in the strongest position statistically among non- 
ferrous metals and prices promise to be sustained. 


* * * 


Zine. Unfilled orders for zinc at the end of 
July were the largest since November, 1937. 
Totaling 49,379 tons, they were about 13,500 
tons above the previous month's figure which in 
turn was about 6,000 tons above May 31, which 
was the 1939 low point. 

© * * 

Silk. Prices have risen under the encourage- 
ment of favorable news and short covering. Late 
Japanese figures show no acceleration in the move- 
ment of raw silk from the interior toward Japanese 
ports indicating scant likelihood of early relief 
in the tight supply situation. Meanwhile domestic 
advices indicate a possible increase of 6,000 bales 
in mill deliveries in August. 

* * * 


Hides. Weakness in hide prices appears to 
have been chiefly due to speculative liquidation 
and the persistent decline in the stock market over 
the past week. Total visible stocks of all cattle 
hides and leathers increased slightly in June for 
the second month in succession. Stocks are still 
substantially lower, however, than they were a 
year ago, and at the beginning of 1939. 


* ad aa 


Rubber. Prices have reacted moderately fol- 
lowing the somewhat disappointing consumption 
figures for July. Domestic consumption of crude 
was down 7.1 per cent from June although still 
more than 28 per cent above July a year ago. 
Stocks on hand were further reduced. Price weak- 
ness likely to prove temporary. 

* * * 


Cocoa. After touching new lows prices rallied 
moderately under the impetus of short covering 
and nervousness over the foreign situation. Ware- 
house stocks have declined moderately in recent 
weeks. 

. * * 

Sugar. Thus far the tense situation in Europe 
has failed to have its customary effect upon world 
sugar prices. Domestic prices have weakened 
following the announcement that no immediate 
reduction in the Cuban duty was in prospect. 
Meanwhile beet production is heavy and pro- 
ducers are making concerted efforts to market an 
enlarged output. 
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(a3—Million Pounds. (ac)—Actual. (pl)—Preliminary. (c}—Santos No. 4 N. ¥. f—Long tons. *—Short tons. (RR)}—Raw 














Mooney and Banking 





Latest Previous Year 
Date Week Week COMMENT 








INTEREST RATES alee : | 
Time Money (60-90 days) 19 14% 1%4% The most significant development in banking 
ane Commercial Peper "49 Ve% ty figures over the past fortnight has been the re- 
Call Meaney “49 1% sumption of large scale shipments of foreign gold 
Re-discount Rate, N. Y “49 1% to the United States under the urgency of renewed 

4 war fears. In the latest week our gold stocks re- 

CREDIT (millions of $) corded a sharp increase of $65,000,000. Gold 


Bank Clearings (outside N. Y.)..... a‘ 2,548 2,276 hoarding and a widespread flight from foreign 
Cumulative year's total to ; 74,110 69,791 currencies are again in evidence. Demand for 
Bank Clearings, N. Y ‘ 3,740 2,776 dollars has exerted pressure against sterling and 
Cumulative year’s total to . 97,535 110,698 compelled the British stabilization fund to sell 
F. R. Member Banks earmarked gold to the American stabilization 
Loans and Investments 22,274 92,244 20,611 fund in order to build up dollar balances. It is 
Commercial, Agr., Ind. Loans. . . . 3,917 3,887 3,889 estimated that as a result of these gold sales the The Per 
Dacheees Ants : 631 655 622 earmarked gold in the United States has been answer b 
Invest. in U. S. Gov'ts 8,530 8,515 7,921 | ‘educed to $1,256,000,000. |B in whict 
Invest. in Gov't Gtd. Securities... ; 2,259 2,241 1,650 This ser 
Other Securities : 3,329 3,322 3,093 + * + dollars it 


it 3 7,551 17,462 15,009 : : = = 
gg ‘ . 5251 5943 5193 With gold shipments rising, excess reserves have 1, Give 


New York City Member Banks gained $130,000,000 in the past two weeks, the 2, Con 


Tote’ tenes end lnved j 8,386 8,332 7,542 increase in the most recent week amounting to 3. No 


Comm'l Ind. and Agr. Loans... .| 1,471 1,464 1,470 pier yee Total excess reserves are now enve 
oe reine pra ; 595 484 508 estimated at $4,590,000 a new high figure. 4, Ifn 


tavest. U. S. Gov'ts ; 3.205 3.917 2.761 The Federal Reserve System continues to re- | 


. : $2 duce its holdings of Treasury bills, the decline in | 
5 td. Ga ‘ , } RK 
eS eee : 1381132 one. | the latest week totaling $20,175,000. The | ff Special 


: total reduction since last June now amounts to 
Demand Deposits ; 7,875 7,791 6,224 $141 276,000. 
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Time Deposits 3 644 653 660 
Federal Reserve Banks Pr 8) Ae 
Member Bank Reserve Balance.. .| : 10,633 10,509 8,085 L di tN ‘ Cort 
Money in Circulation 7,091 7,070 6,485 one wad iene of Tew Hey See 
Gold Stock 16.335 16.970 13059 Member Banks rose $39,000,000 in the most | In view 
- sla “a | 9900 9897 9.794 recent week. Loans to commerce, industry and | &§ are lower 
Secatsity Coal 4 9 366 9354 9.386 agriculture were up $7,000,000, bringing the net Products 
~ sninieeat “oaantl : 4590 4530 9'930 gain since last spring up to $107,000,000. Un- rary down 
; ‘ ‘ ' fortunately, however, the rise in commercial your opir 
we ae Year borrowings has not been uniform throughout the bought for 
| NEW FINANCING (millions of $) | Month Month Ago | milion. Moreover the gain by Mew York bona © 
| ellos Jul 996.0 989.0 Beth reflects mainly medium term borrowings for the Kingston, 
Ni, “saree wd 495 30.9 13 3 purpose of retiring higher interest bearing bonds = 
R rs a Wad : ; 0. and notes. While 
| __ Refunding July 176.5 Zone : ported « 
| THE MAGAZINE OF WALL STREET MMON STOCK INDEX 1939 eq 
|= Se ER A RD — as again 
i 1939 Indexes | — 1939 Indexes half of 
0.0 0.0 ’ 
Issues (1925 Close—100) High Low Aug. 12 Aug. 19 || Issues (1925 Close—100) High Low Aug. 12 Aug. 19 | § 8S she 
316 COMBINED AVERAGE 73.1 50.7 58.8 56.0 | 316 COMBINED AVERAGE 73.1 50.7 588 560 | § parable 
| ! | @ decline 
5 Agricultural Implements.. 119.4 81.4 87.8 84.7 || 42 Mail Order 90.5 69.2 85.1 821 | Bably att 
6 Amusements 43.2 268 34.5 32.8 || 4 Meat Packing 52.3 41.5 43.7 41.5x b “. ‘ah 
13 Automobile Accessories. 92.3 55.2 73.5 67.8 || 14 Metals, (non-Ferrous).... 173.6 122.0 134.5 130.0 pying 
12 Automobiles 128 8.1 9.5 8.8 35° 60S 8.8 g.o | @ textile i 
11 Aviation (1927 Cl—100) 182.7 128.2 146.2 133.4 || 24 Petroleum 100.9 743 75.2 743L| by far 
3 Baking (1926 Cl.—100).. 15.4 11.5 13.6 13.0 || 18 Public Utilities 62.6 44.9 586 54.0 starches 
3 Business Machines 183.9 118.0 127.3 127.0 4 Radio (1927 Cl._—100)... 17.0 14.6 12.8 11.9 1 ss 
9 Chemicals 123.7 137.0 133.5 || 9 Railroad Equipment 61.6 33.7 39.2 36.5 _ uct: 
20 Construction 5 27.7 31.3 29.3 22 Railroads 18.1 109 120 11.3 partly i 
5 Containers 6 165.0 194.5 193.3 7.9 2.6 2.7 2.6R | Mm the che 
9 Copper & Brass F 71.2 87.7 81.5 || 2 Shipbuilding 82.7 45.1 54.3 54.0 | Bars, the 
2 Dairy Products : 23.6 31.4 29.8 13 Steel & Iron 99.0 60.4 68.6 65.6 and dis 
8 Department Stores ’ 16.5 20.1 19.1 | S 201 13:3 14.8 14.5 4 = 
7 Drugs & Toilet Articles... 53.5 40.4 45.8 43.6 || 2 Sulphur 153.2 114.0 1209 121.1 vell-kno 
2 Finance Companies 312.0 219.4 2576 252.1 | 3 Telephone & Telegraph... 52.7 40.3 48.9 44.5 househo 
7 Food Brands 103.3 69.1 96.2 92.6 || 4 Textiles 45.0 27.4 41.4 39.4 | Balled “! 
3 Food Stores 48.4 33.3 45.9 43.9 || 4 Tires & Rubber 20.0 13.0 16.3 158 the c 
SGnch flee Cactee 105 014 5321 591 | 4 tekeee 86.5 762 851 833 = 
3 Gold Mining 1301.2 1193.7 1184.1 1174.1 4 Traction 39.1 M9 329 318 present 
6 Investment Trusts........ 28.1 19.2 22.5 21.4 || 4 Variety Stores 244.4 189.3 231.9 291.3 |  Mgand 
4 Liquor (1932 Cl—100).. 193.1 140.3 148.3  140.3L || 20 Unclassified (1938 Cl.— | but it n 
9 Machinery 83.3 97.8 92.8 || ) 100.8 73.1 82.2 80.6 & a pl 
x—New LOW this year. L—New LOW since 1937. R—New LOW record since 1928. a interest 
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The Personal Service Department of THz Magazine or Wat Street will 
answer by mail or telegram, a reasonable number of inquiries on any listed securities 
in which you may be interested or on the standing and reliability of your broker. 
This service in conjunction with your subscription should represent thousands of 
dollars in value to you. It is subject only to the following conditions: 


1, Give all necessary facts, but be brief. 


2, Confine your requests to three listed securities. 
3. No inquiry will be answered which does not enclose stamped, self-addressed 


envelope. 


4, If not now a paid subscriber use coupon elsewhere in this issue and send check 
at same time you transmit your inquiry. 


Special rates upon request for those requiring additional service. 





Corn Products Refining Co. 


In view of prevailing low corn prices, why 
are lower earnings being reported by Corn 
Products Refining? Is this merely a tempo- 
rary down-trend? I would greatly appreciate 
your opinion as I hold 100 shares at 69 
bought for income and price enhancement. Is 
the $3 annual dividend secure?—P. H., 
Kingston, N. Y. 


While Corn Products Refining re- 
ported earnings for the first half of 
19389 equivalent to $1.32 per share 
as against $1.65 per share in the first 
half of 1938, second quarter earn- 
ings showed a gain over the com- 
parable period of last year and the 
decline for the six months is prob- 
ably attributable to lowered forward 
buying by the confectionery and 
textile industries. Corn Products is 
by far the largest producer of 
starches, syrups, sugar and other 
products from corn, which it sells 
partly in bulk to such industries as 
the chemicals, textiles, confection- 
es, the stock and poultry trades 
ind distributes in package form 
well-known syrups and starches for 
household uses. A new product 
called “Zein” has been developed by 
the company and is being at the 
present time used chiefly for coat- 
ing and glazing fine magazine papers, 
but it may in the future have uses 
& a plastic also, and it presents 
interesting profit possibilities over 
the longer term. Earnings have been 
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characterized by a relatively good 
degree of stability and it is likely 
that improvement will be shown 
over the coming months. Financial 
position is strong, the balance sheet 
as of December 31, 1938, disclosing 
total current assets of $43,239,255, 
including cash of $18,441,545, as 
compared with current liabilities of 
only $7,334,551. Dividend policy 
has been liberal and in view of cur- 
rent and prospective earnings, in 
addition to the sound finances main- 
tained, no reduction from present 
rates is looked for. Maintenance cf 
your position in this issue is recom- 
mended for its possibilities. 


Commercial Solvents Corp. 


Operating in the black for the first quarter 
of this year, I have been impressed by the 
market action of Commercial Solvents. 1 
own 200 shares at 17%, but believe that with 
the dynamic possibilities of several of the 
new products of this company the common 
could readily exceed its 1987 peak of 21. Am 
I too optimistic?—R. B., Tacoma, Wash. 


Commercial Solvents Corp. was 
able to show a considerable improve- 


ment in its earnings picture during 
the first six months of the current 
year and net income of $438,100 was 
equal to 16 cents a share, in contrast 
with the $338,503 loss recorded 
for the like 1938 interval. While 
profit margins continue extremely 
narrow in the industrial alcohol in- 
dustry, the improvement which has 
occurred in demand has been of 
tangible benefit. The company does 
a large solvents business with such 
important industries as rayon, paper, 
artificial silk and automobile, all of 
which businesses have responded to 
quickened industrial activity this 
year. Further improvement in de- 
mand for the numerous solvents 
produced by the organization should 
be witnessed over coming months 
in line with the industrial improve- 
ment which has been in evidence for 
some time past. In addition to its 
important commercial alcohol lines, 
the company also produces sizable 
amounts of grain alcohol which is 
sold to the liquor trade. Raw ma- 
terial costs are important profit de- 
terminants and these have been at 
a favorable level and likely will re- 
main so at least for some time 
ahead. While large capacity has led 
to keen competition and narrow 
profit margins in the solvents busi- 
ness, the company has been actively 
engaged in developing new products 
many of which seem to hold excel- 
lent possibilities of future profit. 
In the meantime, indications point 
to reasonably well sustained earn- 
ings from the company’s extensive 
solvents business and the stock 
should respond to any further im- 
provement in general business and 
industrial conditions. Since capitali- 
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zation is conservative and finances 
satisfactory, resumption of dividend 
payments could promptly follow any 
further improvement in earnings. 
Although obviously speculative, we 
believe the stock offers attraction 
for retention at these levels, since 
longer term potentialities appear 
promising. 


National Dairy Products Corp. 


Selling at its high for the year, National 
Desry Products common is close to my pur- 
chase price of 22. My broker tells me earn- 
ings should be over $2 this year . . . that 
increased milk prices should add to the prof- 
its from the sale of cheese, butter and other 
products. Will you please let me have your 
conclusions?—S. T., Butte, Mont. 


Despite the fact that dollar sales 
of National Dairy Products Corp. 
during the first six months of 193% 
were slightly below the like period 
of 1939, the company was able to 
report a very worthwhile improve- 
ment in its net earnings. Thus net 
income for the period of $6,678,849 
was equal, after preferred require- 
ments, to $1.01 a share on the com- 
mon stock, as against $4,845,134, or 
52 cents a common share, a year 
earlier. This was made possible in 
part by numerous operating econo- 
mies effected by the management, 
but more particularly by the gen- 
erally satisfactory spread obtaining 
between fluid milk prices and the 
prices and demand for such impor- 
tant profit items as cheese and ice- 
cream. Conditions in the fluid milk 
division have been unsatisfactory 
for some time past and there is little 
to indicate any marked change for 
the better in this branch of the busi- 
ness. Nevertheless, increasing sales 
of cheese, ice-cream, mayonnaise 
and such items manufactured by the 
company suggest that operations for 
the year as a whole should result 
in earnings of around $2 a share on 
the common stock. The issue cur- 
rently is receiving dividends of 20 
cents quarterly and if earnings con- 
tinue to run at the rate shown in 
the first six months of the year, an 
increase in payments would not be 
unexpected. Milk prices were ad- 
vanced early in August and this 
development may tend to narrow 
profit margins on ice-cream and 
cheese sales, although an improve- 
ment in volume business might well 
prove an offset. Since finances are 
in excellent shape and the longer 
term prospects for most phases of 
the business are favorable, we 
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frankly believe that the stock should 
be held with a view to liberal divi- 
dend payments and moderate price 
appreciation in the market. 


Mohawk Carpet Mills, Inc. 


In 1937, I bought 100 shares of Mohawk 
Carpet at 30. Naturally, I was greatly dis- 
appointed by the severe losses reported last 
year. What are the possibilities of this stock 
staging a sharp comeback over the months 
ahead? I understand that the demand for 
floor covering is being stimulated by growing 
residential construction and higher public 
purchasing power—H. V., Tulsa, Okla. 


The Mohawk Carpet Co. ranks as 
a leader among the domestic manu- 
facturers of rugs and carpets, nor- 
mally deriving the greater part of 
its revenues from sales in the re- 
placement market. However, dur- 
ing period of activity in the con- 
struction industry a large supple- 
mentary demand is created, and the 
company is currently benefitting 
from the high rate of home building. 
Last year was a trying period for the 
rug industry owing to the desire of 
all the companies in the field to re- 
duce their heavy inventories, during 
a period of price instability. As a 
result, the Mohawk Carpet Co. re- 
ported a loss of $1,485,901, after pro- 
vision of $524,406 for inventory 
write-offs. This compared with net 
earnings of $1,242,084, after a $835,- 
537 inventory write-down or $2.27 
per share in 1937. However, opera- 
tions turned sharply higher during 
the current year, and a net profit 
equivalent to 94 cents a share was 
repeated for the first six months, 
compared with a loss of $698,372 in 
the initial six months of 1938. A 
change in the accounting method had 
the effect of increasing earnings dur- 
ing the first half of the current year 
by approximately 6%. The com- 
pany recently resumed dividends 
with declaration of a 25 cents pay- 
ment. While you have a heavy 
paper loss we advise patience with 
the issue since it represents an in- 
dustry which faces a bright outlook. 


Ingersoll-Rand Co. 


I hold 50 shares of Ingersoll-Rand common 
at 125. Recently, I have read that many of 
the largest customers of this company are 
badly in need of equipment. With its com- 
paratively small number of shares outstand- 
ing, isn’t this common in a position to ad- 
vance materially with any general busi- 
ness pickup? What are the prospects for 
extra dividends this year?—J.C., Troy, N. Y. 


Products of Ingersoll-Rand Co. 


are used by a wide range of ing 
tries, thus giving the company a) 
gree of diversification which is 
enjoyed by the average heg 
industry corporation. Princip; 
engaged in the manufacture of eg 
pressors and pneumatic tools ug 
in the construction, mining and x 
road industries, Ingersoll-Rand 
extended, over the past few yea 
lines to include oil-electric locom 
tives, air-conditioning apparatus 
refrigeration machinery. The chi 
customers are the mining, oil, og 
struction and automobile industri 
and the lower level of activity j 
all of these lines last year broug 
about a sharp decline in earning 
from the 1937 level. In the full yeg 
1938, the company reported eam 
ings equivalent to $5.20 per share ¢ 
common stock, as against $9.83 p 
share in 1937. Business in the f 
quarter of the current year is re 
ported to have been slightly ahea 
of the first three months of 1938 and 
earnings for the full year should 
compare favorably with the res 
for 1938. The company is in a strong 
financial position and its dividend 
policy has always been liberal. Thug 
total payments this year should ape 
proximate earnings. The armament 
program here and abroad should ai 
operations and the company woul 
be quick to reflect a general busie 
ness pickup. We counsel retention 
of present holdings. 4 


Loew's Inc. 


With the fall and winter months approach 
ing, isn’t Loew’s common due for a seaso 
run-up in price? I have 100 shares at 60, but: 
am in hopes of a profit before the end of thé 
year. Do your estimates show that earnt , 
this year will compare favorably with last 
year’s and at least $3 in dividends is ae 
sured?—P. R., Bangor, Maine. 


Operations of Loew’s, Inc., have! 
been aided during the usually poor 
summer months by well received! 
feature pictures and indications are 
that the fiscal year as a whole will 
approximate that of last year whet 
earnings equalled $5.65 a share om 
the common stock, after charges 
This would be indicated by the facet 
that the report of the company for 
the forty weeks ended June 8, 1939) 
showed a profit, after preferred re) 
quirements, equal to $4.62 a sha 
on the common stock, against $4.80 
a common share for the like interv 
of the preceding year. No regular 
dividend rate obtains on the com 

(Continued on page 530) 
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mportant Market Movements 


N August roth 
several points higher 


when the averages were 

we definitely 
by telegraph and 
by mail to close out the remainder of their 
"short-term commitments. Our technicians are now 
‘carefully analyzing the movements of the market and 
| of individual securities 


/ advised our subscribers 


projecting tested 
_ barometers to determine the extent and durations of 
| the decline. When the next clearly defined buying 
| level is evident and a sharp rebound is at hand, we 
F shall advise of stocks selected as potential leaders of 
the next intermediate advance. 


Profit with FORECAST Counsel 
in Months Ahead 


Our first step in serving ‘you will be to analyze your 
present securities and advise you definitely what to 
continue to hold and what to sell. Then, as soon as a 
new base is established, you will be advised what to 
buy through a specialized program suited to your 
individual wishes, capital and objectives. Your 
commitments will be kept under our continuous super- 
vision and we shall advise you when to sell . . + 


when to contract or expand your 





Our Primary Indicator 
Highly Accurate 


FORECAST Service 


market position. 


'This Trend Indicator has been 
' developed by our specialists over 
; the past several years and is now 
" being used as an essential gauge for 
| anticipating today’s volatile market 
movements. 


FREE 


Until October Ist?! 


Enroll now to take advan- 
tage of this Special Offer. 
By October Ist, when your 
subscription officially 
starts, you should have 
made _ several _ profitable 
commitments, 


We would like to counsel you in par- 
ticipating in the early stages of the 
next important market upmove. 
You know from past experience 
what quick and substantial profits 
can be made at such a time—short- 


term profits of 5 to 15 points in 


It has shown its accuracy in the 
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' to date regardless of war threats, political Mail the coupon below—today. It is in such a 
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Answers to Inquiries 





(Continued from page 528) 


mon stock, but last year total 
payments amounted to $3 a share. 
In view of the satisfactory finan- 
cial position of the enterprise, divi- 
dends this year probably will be 
maintained at that level, espe- 
cially in view of the indicated 
pick-up in theatre attendance and 
the likelihood of more pronounced 
betterment later in the year. In 
addition to extensive producing 
and distributing facilities in this 
country, Loew’s also is an impor- 
tant factor in several foreign coun- 
tries. Unsettled conditions abroad 
have naturally led to exchange and 
other difficulties, but business in 
Great Britain, its largest foreign 
outlet, is understood to be _ hold- 
ing up well. Probably the most 
important profit determinant of the 
company is the management’s abil- 
ity to accurately gauge the probable 
popularity of its productions. In 
this respect Loew’s has long main- 
tained an outstanding position and 
since it likely will continue to do so 
any improvement in general business 
conditions and better theatre at- 
tendance may be expected to find 
reflection in future earnings state- 
ments. With finances in good shape 
and earnings prospects reasonably 
promising, therefore, we believe that 
the stock should work gradually 
higher in the market and recom- 
mend further holding. 





Thermoid Company 


Do you rate Thermoid common as a 
promising speculation for price apprecia- 
tion? Holding 300 shares at 8%, I was 
gratified by the profit reported in the first 
half of this year as compared with the 
sume period last year. Is this improvement 
to continue with a steady clearing up of pre- 
ferred dividend accumulations?—B. T., Man- 


chester, N. H. 


Thermoid Company is, as you 
know, largely dependent on rates of 
activity in the automobile industry, 
which probably accounts for about 
60% of its sales, although manu- 
facturers of oil well machinery, 
hoists, tractors, elevators and other 
industrial equipment are also ex- 
tensive users of the company’s 
products. It is natural, therefore, 


that earnings of such a company 
should be 


characterized by wide 
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swings. Moreover, competition tends 
to narrow profit margins, and prices 
for crude rubber, which is an impor- 
tant ingredient of its brake-lining 
equipment, sometimes tend to ad- 
versely affect earnings. In line with 
better industrial conditions, espe- 
cially in the automobile manufactur- 
ing field, earnings of Thermoid Com- 
pany for the first six months of 
1939 showed good improvement over 
the corresponding period of last year, 
being equivalent to 23 cents per 
share as against a deficit of 29 cents 
per share last year. While there are 
still accumulations of $3.50 per share 
on the preferred stock, dividends are 
being paid on that issue at the regu- 
lar rate and the arrears will doubt- 
less be eliminated as soon as earn- 
ings warrant. Disbursements on the 
common stock, however, over the 
near future are doubtful. Financial 
position is satisfactory, the balance 
sheet for June 30 showing current 
assets of $2,292,771 as against cur- 
rent liabilities of $342,161. It is ex- 
pected that higher levels of indus- 
trial activity will be witnessed over 
the coming months and operations 
of this company for the full year 
should show satisfactory results. 
We feel, therefore, that the issue has 
interesting possibilities as a price 
speculation, and we recommend its 
retention on that basis. 





International Business Machines 
Corp. 


Reporting highest earnings in the com- 
pany’s history, do you think that Interna- 
tional Business Machines common at 187 is 
undervalued or has adequately discounted 
the present showing? As I have 50 shares 
at 185, I would like to receive your ap- 
praisal of my investment at this time. Can 
I continue to expect the $6 annual dividend 
plus stock extras?—G. N., Chicago, Ill. 

Reporting earnings of $5.13 per 
share for the first six months of 1939, 
which compared with earnings of 
$4.70 per share the corresponding 
period last year, International Busi- 
ness Machines would seem to be well 
on the way to bettering the $10.63 
per share reported for the full year 
of 1938, which was itself the highest 
level of earnings reached in the com- 
pany’s history. The company is, as 
vou know, dominant in the field of 
manufacturing electrically operated 
machines for the collection and 
tabulation of statistical data. In- 
come tends to be rather stable, as 
the bulk of revenues is derived from 
rental of these machines and the 





sale of the cards used with them, 
Only a minor portion of income jg 
derived from outright sales of prod- 
ucts. Outlets are well diversified and 
are increasing in number, with about 
three-quarters of its business orig- 
inating in this country. Naturally, 
a war in Central Europe would cut 
into the concern’s profits, but it js 
doubtful that per share earnings 
would be lowered to any great ex- 
tent. In our opinion, present prices 
for the stock do not fully discount 
the longer term outlook, which must 
certainly be regarded as favorable, 
Finances of the company are being 
maintained at the consistently 
strong position. In view of current 
and prospective earnings, the an- 
nual dividend rate of $6 per share, 
supplemented from time to time by 
extras in stock, would seem to be 
well secured, and we recommend re- 
tention of this high-grade equity for 
the income afforded and for appre- 
ciation possibilities. 





Air Reduction Co., Inc. 


Isn’t Air Reduction an excellent medium 
to participate in the better outlook for the 
steel industry and from our armament pro- 
gram? I have 100 shares at 75 and will 
continue to hold if you approve. Is the 
stock entitled to sell at such a high price- 
earnings ratio?—O. M., Louisville, Ky. 


Air Reduction is principally de- 
pendent on the rate of activity in 
the “heavy” industries, such as the 
steel and railroad fields, which are 
the most important customers of the 
organization, for sales of the oxygen 
and acetylene gases which the com- 
pany manufactures and the equip- 
ment to use the gases for welding, 
etc. Thus, with the better business 
conditions which have existed dur- 
ing the first half of this year as com- 
pared with the first half of 1938, 
Air Reduction reported earnings of 
87 cents per share for the initial six 
months as compared with earnings 
of 66 cents per share for the corre- 
sponding term last year. Together 
with Union Carbide & Carbon, Air 
Reduction has a virtual monopoly 
in this field and is thus able to avoid 
price-cutting competition so that 
profit margins have continued to be 
well maintained. Other products, 
such as carbon monoxide, continue 
to show satisfactory sales and new 
markets and wider applications of 
its products are constantly being 
developed by the company. The 
strong financial position is indicated 
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jy the balance sheet for Decem- 
per 31, 1938, which revealed current 
assets totaling $17,616,731 as against 
current liabilities of $2,510,727, with 
cah and Government securities 
alone of $8,210,722 being well in ex- 
cess of current liabilities. Current 
and prospective earnings would seem 
to indicate continuation of the pres- 
ent dividend rate with the possibil- 
ity of extras later in the year. The 
organization should benefit notice- 
ably from higher levels of industrial 
activity which are looked for over 
the coming months and we feel that 
its retention in your portfolio will 
prove well worthwhile. 
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Some companies charge all of these 
directly against current income and 
make no allowance for depletion on 
the reasoning that their reserves are 
continually being extended by ex- 
ploratory drillings. Others set up 
drilling expenses as a capital item, 
Texas Corp. doing this and charg- 
ing amortization of 8% annuaily 
on the amount so capitalized. When 
drilling activities suddenly expand, 
companies using the former system 
will necessarily report income far 
below their real profits and during 
a period of declining crude prices 
when drilling is being held to a 
minimum may actually report high- 
er carnings than during a more 
prosperous period. 

Reserves of all kinds are always 
to be watched for their effect on 
eumings. When companies insure 
their own assets as International 
Harvester and United Fruit do 
there will probably come a time 
when the fund for this purpose has 
been built up as high as the utmost 
prudence would ask. Then sud- 
denly the annual appropriations 
from earnings for insurance reserves 
will decline or cease entirely and 
present the appearance of a sudden 
gain in ability to show profits per 
share. 

Back in 1937 U. S. Rubber Co. 
took $1,000,000 out of its first-half 
tamings to add to a special inven- 
tory reserve, bringing it up to $3,- 
000,000. This was to provide against 
‘decline in the price of raw mate- 
nals, principally rubber and cot- 
ton, and it came in very handy at 
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A FAIR WITHIN A FAIR 


It has taken a World’s Fair to make us re- 
alize all over again that ours is not a com- 
monplace business. More than 12 months 
ago we undertook the task of erecting our 
own building at the New York World’s 
Fair. Today there has sprung up a trea- 
sure house of wonders devised by the in- 
ventive minds of an organization trained 
to think in terms of practical applications 
rather than spectacular showmanship. 










ia 


—_ 
[_| 


4 


— 


ia 


——— 






A" 


Instead of an ordinary cornerstone laying, we buried the Time 
Capsule with its significant message of our times for people who 
will live 5000 years from now. 


In our laboratory we discovered that everyday experimental 
equipment could be transformed into headline attractions for a 
Playground of Science where visitors crowd the aisles to see the 
shape of their own voices, transmit music over a beam of light, and 
demonstrate to themselves other mysteries of science. 


An engineer’s dream was brought to fulfillment in the form of a 
friendly Frankenstein who walks and talks, counts on his fingers 
and distinguishes colors to the delight and amazement of crowds 
who throng his every appearance. 


Our auditorium cannot accommodate the audiences who stand 
in line to witness the triumph of modern woman over drudgery, as 
accomplished by one of our lesser-known appliances. 


To add to the enchantment of the Fair as a whole, as well as our 
own building, Westinghouse engineers took advantage of the latest 
developments in illumination, hydraulics and control devices to 
create the Singing Tower of Light with its breath-taking symphony 
of music, water and light. 


Behind the scenes, Westinghouse has collaborated with the Fair 
and other exhibitors in making possible all the wonders of this 
World of Tomorrow. We furnished the lighting and power equip- 
ment for the spectacular Lagoon of Nations where thousands of 
fair-goers stand nightly in awed wonder. The longest electric stair- 
way in the country, the exterior lighting of the Perisphere, the 
production of Florida climate on Long Island, are examples of a 
few of our transportation, lighting and air conditioning contribu- 
tions to this greatest of all fairs. 


It is gratifying to realize that our own people were able to take a 
World’s Fair in their stride and handle it as they would any ordi- 
nary, everyday job. We hope you will visit our building and spend 
time enough with us to catch the spirit of Westinghouse which we 
have tried to interpret to you in our exhibits. 
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This is under no circumstances to be construed as an offering of these securities for sale, or as an offer to buy, or as a 
solicitation of an offer to buy, any of such securities. The offer is made only by means of the Prospectus. | 


| PENNSYLVANIA POWER & LIGHT COMPANY 


$95,000,000 
First Mortgage Bonds, 3'2% Series due 1969 


Price 105%2% and accrued interest | 


$28,500,000 
4%2% Debentures due 1974 


Price 104% and accrued interest 


| Copies of the. Prospectus may be obtained in this State from only such of the undersigned as may legally offer these 
| securities in compliance with the securities law of this State. 
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the end of the year. The total in- 
ventory writedown for that year was 
$3,647,768, but since five-sixths of 
the loss had already been provided 
for, the company’s earnings in the 
final half of 1937 were not penal- 
ized to any great extent. In the first 
half, though, they might have looked 
somewhat disappointing to anyone 
who did not inquire behind the final 
figure of net income. Goodyear was 
forced to appropriate $10,343,000 
out of earnings at the year-end to 
make up inventory losses. Another 
point is that both of these companies 
write down their finished and in- 
process goods, as well as raw mate- 
rials, to the lower of cost or market, 
while such a company as Firestone 
writes only raw materials to mar- 
ket. In a year of violently falling 
prices the difference can mean com- 
paratively better results for Fire- 
stone to be followed by compara- 
tively poorer results in following 
periods when the high-cost goods 
are being sold. 

Prominent among the cases of 
hidden values and earnings is the 
investment of du Pont in General 
Motors. The company carries its 
10,000,000 shares of General Motors 
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orn its books at $19.50 a share, not 
with any intent to obscure the true 
value, but simply as a matter of 
bookkeeping. Only dividends actu- 
ally received from the automobile 
manufacturer are included in du 
Pont’s income. Equity in General 
Motors earnings, not shown as in- 
come by du Pont amounted to $1.30 
a share of the latter company’s stock 
in 1935, 77 cents in 1936, 53 cents 
in 1937, and 59 cents last year. Since 
1929 the cases where investments 
have been carried at costs far above 
market values are probably more 
numerous than the instances of the 
converse type. Efforts of the S E C 
and the New York Stock Exchange 
have been very successful in bring- 
ing about at least disclosure of such 
situations and usually the setting 
up of reserves against the book 
losses. 

Although the examination of re- 
serves and other items which some- 
times conceal the facts may seem 
difficult and complicated, almost 
anyone with or without a knowledge 
of accounting will find the process 
less intimidating once a start is 
made. What seems obscure at first 
gradually becomes clear as efforts 


to get at the meat of the varios 
situations are continued. With more 
and more useful information being 
furnished to investors it has become 
increasingly important that they 
understand the practices and cop. 
ventions which hinder them from 
getting the full significance out of 
corporate reports. 





Fairbanks, Morse in 
Recovery 





(Continued from page 513) 


ership of the business lies with those 
who hold the 599,59514 shares of 
common stock. Working capital ap- 
pears to be adequate, although one 
might reasonably expect additional 
financing of a temporary nature in 
the event of any marked increase 
in the company’s business from this 
point. At the close of last year, 
current assets totalled $16,400,000, 
including cash of $3,300,000. Cur- 
rent liabilities, including bank loans 
of $75,000 payable this _ year, 
amounted to less than $2,200,000. 

Presently, the common stock of 
Fairbanks, Morse & Co. is selling 
about midway between its 1939 high 
of $44 a share and the low of $24. At 
the moment no return is afforded on 
the capital invested, for common di- 
vidends were discontinued in_ the 
middle of last year. If, however, 
business during the second half of 
1939 makes a comparable showing 
with that of the first half, some dis- 
tribution will almost surely be made 
before the year-end. Not that a 
prospective purchaser of an interest 
in Fairbanks, Morse & Co. should 
allow the probability of near-term 
dividend resumption to carry too 
much weight. The stock is essen- 
tially a speculation and a specula- 
tion that should be given time to 
work out. Further business im- 
provement in this country such as 
would greatly enhance the earning 
power of Fairbanks, Morse is not an 
immediate certainty. And _ this is 
apart from the European war men- 
ace and the dire possibilities which 
it holds for all business. But one can 
say of this company’s common stock 
that it is so subject to dynamic 
growth that the ultimate outcome 
of purchases at current levels should 
be thoroughly satisfactory. 
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New Light on Forces Domin- 
ating the Future of Business 
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(Continued from page 493) 


perishable goods, plus $1,189,000,- 
000; semi-durable goods, minus 
3404,000,000; consumers’ durable 
goods, minus $858,000,000; produc- 
ers’ durable goods, plus $96,000,000; 
residential building, minus $817,000,- 
(00; business building, minus $1,- 
855,000,000. 

Considering the emphasis placed 
on consumer purchasing power by 
the New Deal in its spending pro- 
grams, it is indeed a most curious 
fact that the Government’s first re- 
covery cycle culminated in a year 
that saw volume in producers’ dur- 
able goods above 1929 but volume 
in both consumers’ semi-durable 
goods and consumers’ durable goods 
below 1929. 

The inherent and common char- 
acteristic of consumers’ durable 
goods, producers’ durable goods, 
residential building and_ business 
building is postponability of demand. 
These groups combined may be re- 
garded as constituting the segment 
of our economy most vitally affected 
by that intangible thing called “con- 
fidence.” The gross commodity vol- 
ume of this combination in 1929 was 
$23,590,000,000 and in 1937, best re- 
cent year, it was $20,156,000,000. 
Thus, the total deficiency was $3,- 
434,000,000. Within shorter time 
limits, demand for semi-durable 
goods—such as shoes or a man’s 
overcoat—is also postponable. If we 
add this classification to our total, 
we find the 1937 deficiency, as com- 
pared with 1929, was $3,838,000,000. 

It is important to note that while 
these figures allow for price changes, 
they do not allow for population 
geowth. When this valid adjust- 
ment is made in comparing 1937 
with 1929, we find a total deficiency 
of $6,457,000,008 in the aggregate of 
consumers’ durable goods, produc- 
ws’ durable goods, residential build- 
ing and business building. If we add 
emi-durable goods to these, by the 
sme calculation we find the 1937 
leficiency was $8,547,000,000. More- 
oer, on a per capita basis, the ap- 
parent 1937 gain of $1,189,000,000 
ver 1929 in consumers’ perishable 
s00ds becomes a deficiency of $3,- 
170,000,000. 
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Again, it is illuminating to note 
that in 1938—a year divided about 
equally between the final phase of a 
short depression and the beginning 
of a recovery—consumers’ durable 
goods reflected a more intense de- 
gree of depression than either pro- 
ducers’ durable goods or residential 
building, but that business construc- 
tion remained by far the most de- 
pressed division of the economy. In 
percentage of 1929—and in terms of 
1929 prices—the 1938 volume of con- 
sumers’ durable goods was 62, 
against 90.6 in 1937; in producers’ 
durable goods it was 76, against 101.2 
in 1937; in residential building it was 
64.8, against 72.7 in 1937; and in 
business building it was 46.4, against 
59.5 in 1937. 

Since price changes are a _ prac- 
tical business factor, especially as 
they affect economic balance, it is 
pertinent to note that the 1937 vol- 
ume in consumers’ perishable goods 
was valued at $2.354,000,000 less 
than the same physical volume was 
worth in 1929; that. similarly ex- 
pressed, the price decline in consum- 
ers’ semi-durable goods was $1.389.- 
000.000; that in consumers’ durable 
goods $586,000,000; and that in pro- 
ducers’ durable goods only $159.000,- 
000. Despite the relative rigidity of 
prices for producers’ durable goods, 
we note again that volume in 1937 
topped 1929, and that, despite major 
price decline in consumers’ durable 
and semi-durable goods, neither class 
in the best year of the 1935-1937 re- 
covery cycle equalled 1929. Where 
confidence is a primary factor. price 
considerations are only part of the 
story. 

On the other side of the picture, 
the substantial price deflation since 
1929 in perishable goods—notably 
farm products and foods—has been 
an element of economic unbalance, 
grown worse rather than better in 
1938-1939 to date. It may permit 
the consumer to stretch his deflated 
income, but it means also a further 
income deflation for producers of a 
majority of primary commodities, 
regardless of fair to good profit mar- 
gins for processors and distributors. 

While we lack recent data, the 
total of economic activity repre- 
sented by services—rather than com- 
modities—and by repairs of our ex- 
isting inventory of equipment and 
structures, is enormous. Here, too, 
postponability of demand is an im- 
portant characteristic, the variations 
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MOTOR WHEEL 
CORPORATION 


Dividend Notice 


Lansing, Michigan 
August 8, 1939 


The Board of Directors today 
declared a quarterly dividend of 
forty cents (goc) per share on the 
common stock payable September 
8, 1939, to stockholders of record 
at the close of business August 18, 
1939. 
C. C. Carlton, 


Vice-Presidcnt and Secretary. 























Chrysler Corporation 
DIVIDEND ON COMMON STOCK* 
Che directors of Chrysler Corporation have de- 
lared a dividend of one dollar and fifty cents 
(41 sc) pershare en the outstanding cemmen stock, 
payable September 13, 1939, te stockholders of 
record at the close of business, August 24, 1939. 

B. E. Hutchinson, Chairman, Finance Committee 








UNDERWOOD ELLIOTT FISHER COMPANY 
The Board of Directors at a meeting held 
Aug. 10, 1939. declares a dividend for the third 
quarter of the year 1939 of 50c a share on the 
Common Stock of Underwood Elliott Fisher Com- 
pany, payable Sept. 30, 1939, to stockholders of 
record at the close of business Sept. 12, 1939 

Transfer books will not be closed. 
Cc. S. DUNC: AN, Trea asurer 








Forthcoming Dividend 





















es 
Meetings 

Company Time Date 
Pian oc cexceee 9:15 9/13 
American Can... . ; 2:15 9/26 

Amer. Mach. Foundry. in 3:00 10/4 
Bank of Amer. N. T. & ‘ous 9/12 
Barnsdall Oil... ... “3 11:00 9/29 
California Packing 5% Pfd.. 3:00 9/14 
Canada Life Ins. 12: 9/13 

Cannon Mills. ‘ 11:00 9/5 
Carolina, Clinchfield & Ohio Ry. 9:30 9/18 

Commonwealth Edison... ones 10/3 

Deisel-Wemmer-Gilbert. . 2:00 9/5 
Detroit Edison. . 2:00 9/12 
Elect. Bond & Share $6 Pfd. 3:30 9/20 
Fireman's Fund Insurance. 2:00 9/28 
o— Packing. . io 9/20 
Gen'l Amer. Transportation : 11/28 
Ganeel Feeds. . .5. 2. sc ccee ; 9:30 10/11 
Hartford Elect. Light.......... 4:00 9/26 
Hecker Products. Perr 9:30 9/27 
Indiana Pipeline. aaa 9/12 
International Business Machine. ear 11/28 
Jewel Tea... ; 11:00 9/28 
Kaufman Department Stores. . . 2:00 9/20 

Lambert Company........ 9:30 9/5 
Lehigh Portland Cement..... 11:00 9/15 
McCall Corporation. ...... ay 3:30 9/26 
National Distillers Products. . . . 11:15 9/28 
Owens-Illinois Glass... . 9:30 10/20 

J. C. Penney. . 10:00 9/5 
Procter & Gam 1:45 10/10 
Quebec Power..... 11:00 10/16 
Southern Cal, Edison. 12:30 9/29 
Telautograph....... 2:30 9/28 
owle Manufacturing 2:00 9/20 
Union Oil of California 10:00 10/13 
U. S. Steel 7% Pd 3:00 10/31 
West Virginia Pulp & Pap 10:00 9/19 
Woolworth (F. 10:00 10/11 


All meetings are on common stocks unless 
otherwise noted. 
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THIS YEAR-END 


—Profits or 
Losses ?— 


e oe e At the end of 1939, will you 
have the satisfaction of showing an 
investment profit . . . or will you have 
to admit wryly that you have suffered 
a loss on your securities? 


e e e In these critical times of 
repeated war scares and domestic 
political unease, alert and competent 
guidance is an essential to investors. 
- . . THE MAGAZINE OF WALL STREET 
sifts and analyzes a wealth of research 
material for you and makes specific 
recommendations and market fore- 
casts in each fortnightly issue. 
There are also concise and depend- 
able industrial and economic analyses 
reviews and comment on the 
latest foreign and domstic develop- 
ments. In the next four 
months, there should be 
many profit opportunt- 
ties but at the 
same time, a good 
many securities 
will be at sell- 
ing levels. 











Plan your 
investment course to protect and in- 
crease your capital. Send $1 for next 
4 important issues of THE MAGAZINE 
OF WALL STREET, or $2 for 8 issues. 
This service should help you mate- 
rially in conducting a profitable in- 
vestment program. 


Mail this coupon—Now! 


(For new subscribers only) 


The Magazine of Wall Street 
90 Broad Street, New York 


Send me the 
your 


enclose $1.00. ; 
copies beginning with 
issue. 


_- 


four 
next 
[J If you would like to have this special 
offer cover eight issues instead of four, 
check here and enclose $2.00. 
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in volume showing a pattern much 
more similar to the swings in dur- 
able goods than in consumption 
goods. For instance, again relying 
on the Kuznets study, services not 
embodied in new commodities, 
amounted to estimated total of $22,- 
497,000,000 in 1929 and to only $15,- 
380,000,000 in 1932. The figures are 
without allowance for price changes, 
for data on price variations in ser- 
vices is fragmentary. Total repairs 
and maintenance in 1929 came to 
$8,265,000,000 and to only $4,542,- 
000,000 at the bottom of the great 
depression in 1932, with each of these 
estimates in terms of 1929 prices. 

We have tried in this brief article 
to throw fresh light of our recovery 
problem, but, of course, its essential 
outlines today are precisely what 
they were when Mr. Roosevelt be- 
came President in 1933 and the whole 
series of New Deal experiments and 
reforms began. The primary prob- 
lem then was to induce a revival of 
productive, private long term invest- 
ment, to encourage our people—pro- 
ducers and consumers—to cease de- 
ferring postponable demands, to 
loosen up private “confidence spend- 
ing.” It is almost exactly the same 
problem today. If the present re- 
gime at Washington can not solve 
it, a new regime will no doubt be 
given a chance at it. If that also 
fails—well, it is perhaps needlessly 
premature to borrow trouble and 
wonder what sort of “ism” may be 
our longer destiny. 





As the Trader Sees Today's 
Market 
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these except the last have since be- 
haved in disappointing fashion and 
two—Construction and Petroleum 
—have given decidedly poor ac- 
counts of themselves, even in com- 


parison with the remainder of a 
generally declining market. This 


should serve as a reminder that con- 
clusions based on short-run market 
behavior can be highly misleading 
unless modified willingly whenever 
subsequent action suggests. By 
avoiding a stubborn or highly mech- 
anized attitude toward the technical 
side of the market the trader or in- 
vestor is most likely to extract the 
benefits from chart-reading without 
incurring the penalties. 


When doing business with our advertisers kindly mention THE MAGAZINE OF WALL STREET 
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Changing Outlook for 
Railroads 





Le 


(Continued from page 509) 


whose recent internal reorganization 
has placed the rate-making fune. 
tions for both rail and motor ea). 
riers in a single division, has under. 
taken a long-term campaign to re. 
store freight rates to profitable 
levels. Rate structures have been 
seriously undermined of recent years 
due to cut-throat competition be. 
tween railroads and trucks. That 
the Commission is making some 
headway is evidenced by almost 
daily suspensions of reduced rates 
proposed by the competing carriers, 
Substantial further progress along 
these lines should be of material 
benefit since in not a few instances 
rates have been cut below actual 
cost. 

But these are legislative and bu- 
reaucratic crumbs entirely  inade- 
quate to revive the emaciated rail- 
road giant from any other than a 
purely temporary standpoint. More 
to the point would be action along 
the lines suggested by the Pres- 
dent’s special committee appointed 
to investigate and report on_ the 
general transportation situation 
Stressed by this group, which in- 
cluded prominent railroad manage- 
ment and labor men, was the need 
of a national transportation policy 
providing for impartial regulation 
by the ICC of all modes of trans- 
portation on land, water and in the 
air. Other major recommendations 
included repeal of the long-and-short 
haul clause of the Interstate Con- 
merce Act, elimination of discrimi: 
natory and unecenomic taxation ot 
subsidization of competing modes of 
transportation, repeal of land grant 
rates, tax relief, greater leeway on 









RFC loans, a special railroad re 
organization court, and_ restoration 
to the carriers of all initiative in the 
matter of consolidations. Though 
realization of the foregoing would by 
no means dispose of all the problems 
of the rails, it would constitute 4 
long step in the right direction. 

As regards the consolidation prob- 
lem, an important obstacle has de- 
veloped with the wiping out o 
equity values of a number of roads 
undergoing reorganization. The 
Irisco-Rock Island case is a recelll 
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example. Both preferred and com- 
mon stocks of the former road have 
heen declared worthless by the I C C, 
thus obviating the possibility of con- 
slidation with the latter which held 
a controlling interest but, being in 
bankruptcy itself, is now in no posi- 
tion to buy its way back into con- 
trol. A somewhat similar situation 
exists between the weak St. Louis 
Southwestern and the Southern Pa- 
cific. Again, there is the instance of 
the New York, New Haven & Hart- 
ford and the Pennsylvania, and it 
remains to be seen whether the lat- 
ter, having refused financial aid to 
the former in its hour of need, will 
be successful in its fight to have 
New Haven stock declared of value 
in reorganization, thus salvaging at 
least part of its 20% working con- 
trol of the road. 





Sound Stocks for Income 
and Appreciation 
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paring with $3 in 1937 and $1.76 a 
share in 1936. The company’s latest 
report covering operations for the 
twelve months ended June 30, last, 
disclosed total revenues of $5,249,- 
847, comparing with $4,893,807 in 
the same period of 1938 and net in- 
come, in the most recent period 
totaled $2,319,031 which was the 
equivalent of $3.68 a share for the 
common stock. In the 1938 period, 
net of $1,971,743 was equivalent to 


$3.14 a share for the common. It 
appears quite possible that for the 
full current year earnings may ap- 
proach $3.75-$4.00 a share. 

Paying dividends of 50 cents a 
share quarterly, a rate which has 
been in effect for two and one half 
years, the shares at recent levels of 
around 35 yield better than 514%. 
Moreover, the company’s strong 
financial position coupled with the 
favorable trend of current earnings 
suggests the possibility of a gener- 
ous year-end extra. Conservatively 
appraised marketwise, the shares 
are a worthy candidate for both in- 
come and price appreciation. 





Uncovering Special 
Situations 
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when net of $2,456 was equal to only 
one cent a share for the stock. The 
improvement in the company’s cur- 
rent showing reflects substantially 
increased sales to the automobile in- 
dustry, in line with the larger pro- 
duction and sales of automobiles this 
year. 

Cleveland Graphite Bronze ranks 
as one of the foremost domestic 
manufacturers of bearings and is un- 
derstood to supply close to 50% of 
all the engine bearings sold to motor 
‘ar manufacturers. The company’s 
products, in addition, include bush- 
ings and clutch facings. Ford and 


General Motors are the company’s 
two largest customers but such lead- 


ing manufacturers as Chrysler. 
Studebaker, Nash, International 


Harvester and others are also sup- 
plied. This year the company has 
been actively developing its replace- 
ment business but thus far this di- 
vision accounts for less than 10% of 
sales. Sales to the booming aircraft 
industry are expanding rapidly and 
promise to be a sustaining factor in 
operations for several years to come. 

Since 1931 sales and earnings, re- 
sponding to increased automobile 
production have risen steadily cul- 
minating in peak earnings in 1937 
when net of $1,503,825 was shown. 
Last year, in common with other 
companies heavily dependent upon 
the automobile industry, earnings 
slumped sharply and totaled $309,- 
658. Even so, the company’s show- 
ing was much better than that of the 
average automobile equipment man- 
ufacturer. 

Capitalization is modest, consist- 
ing solely of 321,920 shares of capital 
stock. There is no funded debt or 
preferred stock outstanding. Cur- 
rent assets at the end of 1938 
amounted to $2,763,064 while cur- 
rent liabilities totaled only $271,023. 
Cash of $929,636 was substantially 
in excess of all current liabilities. 

In its most profitable year, 1937, 
the company paid dividends of $2.80 
a share. Last year payments aggre- 
gated only $1.00 a share and have 
been continued at the rate of 25 
cents a share quarterly thus far in 





DIVIDENDS RECENTLY DECLARED 





Stock of Stock of 

Company Rate Period Record Payable Company Rate Period Record Payable 
American Forging & Socket -1214 : 8/25 9/1 Lily Tulip Cup .30 Q 9/1 9/15 
American Gas & Elect <a -40 Q 8/16 9/15 Mathieson Alkali 3714 Q 9/7 9/30 
Am. Sugar Refining 7% Pfd 1.75 Q 9/15 10/2 Mohawk Carpet Mills 25 8/31 9/15 
Aner, Tel. & Tel 2.25 Q 9/15 10/16 Motor Wheel... 40 Q 8/18 9/8 
Berghoff Brewing... .. 25 Q 9/5 9/15 New Eng. Tel. & Tel... 1.50 9/8 9/30 
Sunswick-Balke-Collender P 75 9/5 9/15 Newmont Mining 50 8/31 9/15 
Canada Dry Ginger Ale... : .50 91 9/15 Niagara Share Corp. of MD. 6° Pfd. 1.50 Q 9/9 9/20 
Chicago Flexible Shaft 1.25 Qa 9/20 9/30 Paraffine Cos. . 50 9/11 9/27 
Chrysler Corp. . . 1.50 8/24 9,13 Parke Davis .40 9/16 9/30 
Continental Steel. . ‘ +25 9/15 10/2 Plymouth Oil 35 Q 9/11 9/30 
fastman Kodak. 1.50 Q 9/5 10/2 Proctor & Gamble 5% Pfd 1.25 Q 8/25 9/15 
El Paso Nat. Gas .50 Q 9/16 10/2 Pullman Inc. -25 Q 8/25 9/15 
food Mach., 41/0% Pld. 1.12% @Q 9/15 9/30 Raybestos Manhattan. . 25 Q 8/31 9/15 
Gamewell Co 25 9/5 9/15 Shell Union Oil 544% Conv. Pfd 1.37% @Q 9/12 10/2 
General Cigar... . . .50 8/28 9/15 Sperry Corp 1.00 8/18 8/25 
Haeltine Corp 15 Qa 9/1 9/15 Sunshine Mining 40 Q 9/1 9/30 
Household Finance 1.00 Q 9/30 10/14 Tilo Roofing .25 Q 8/25 9/15 
Kellogg (Spencer) & Sons .30 8/25 9/11 Underwood Elliott Fisher .50 9/12 9/30 
Keystone Steel & Wire 15 4 8/31 9/15 United States Tobacco .32 Q 8/28 9/15 
lake Shore Mines. 1.00 Q 9/1 9/15 Q—Quarterly. All declarations are on common stocks unless otherwise 
Lehigh Portland Cement 371% Q 10/14 11/1 noted. 
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the current year. On the basis of 
indicated earnings, it would appear 
that the company could afford to be 
somewhat more liberal in the mat- 
ter of dividends. However, an- 
nouncement was recently made of a 
building program which may event- 
ually cost $2,500,000, in order to pro- 
vide the necessary facilities for ex- 
panding business. It is understood 
that the company will borrow $2,- 
000,000 on bank loans and may, as 
a result, adopt a more conservative 
dividend policy. 

Conceivably, Cleveland Graphite 
Bronze this year may show earnings 
between $3.50 and $4.00 a share for 
the common stock, a speculative 
prospect, however, which does not 
appear to have been fully recognized 
marketwise. Recent quotations 
around 28 compare with 1938 high 
of 30% and a low of 201%. Specula- 
tive commitments made at this level 
may well prove quite profitable over 
the next few months. 





Investment Preconception 
Carried Over from 1929 
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declined to $8,466,000,000, profits 
were off 61% and the margin of 
profit was halved to 3.2%. 

Although fifty companies may 
seem to constitute only a small seg- 
ment of our industrial structure, the 
companies used in the aforemen- 
tioned compilation represented a 
wide variety of industrial fields and 
whose aggregate sales accounted for 
about one-sixth of the total for all 
manufacturing corporations in the 
United States. Provided with the 
best type of managerial talent, the 
probabilities are that the showing of 
these companies was better than 
that of smaller businesses. 

Of course it is not exactly news 
that business and industry have 
been under increasing pressure to 
absorb higher costs, to the detri- 
ment of profit margins. Overhead, 
wages and taxes have been substan- 
tially increased. Placed on the de- 
fensive, however, business has been 
able to find ways and means of 
lightening the burden of increased 
costs. Fixed charges have been low- 
ered, assets have been written down 
to effect a savings in depreciation 
charges, new and more efficient ma- 
chinery has been installed and in 


536 


humerous other directions has it 
been possible to effect savings. 
There is, of course, a practical limit 
to what a well managed corporation 
can accomplish internally toward 
offsetting the inroads made by higher 
costs. 

Every company requires a certain 
minimum volume of business to 
mect all operating costs and charges. 
This minimum is familiarly known 
as the pay point. Progress in cut- 
ting costs has lowered the pay point 
of many companies, with the result 
that under favorable conditions in 
recent years such companies have 
been able to show record breaking 
earnings, although sales still re- 
mained below the previous peak. 

This is an important point to bear 
in mind in making current invest- 
ment selections. Recovering from 
the sharp 1937-38 slump not a few 
companies have been able to trans- 
late a comparatively modest in- 
crease in gross into an almost spec- 
tacular gain in net. An outstanding 
example of this trend i is to be found 
in the latest report of Common- 
wealth Edison. In the twelve months 
ended June 30, gross of Common- 
vealth Edison increased $2,400,000, 
or 1.7%, while net income rose from 
$17,857,905 a year ago to $22.386,- 
170, an increase of 2 257%. A consid- 
erable part of this gain was made 
possible by the substantial savings 
made by the company as a result 
of a large scale refunding program 
covering the past two years. 

This showing by Commonwealth 
Edison is outstanding but not iso- 
lated. Many other companies are 
doing as well, or better. Rather than 
being in the van of a general trend, 
however, the showing of these com- 
panies is largely individual. They 
represent no favored industrial 
group, nor are the reasons behind 
their ability to stand out from the 
rank and file the same in each in- 
stance. All of which emphasizes the 
high degree of selectivity which has 
been introduced into present day 
investment practice. 

Even if the New Dealers are event- 
ually proved to be right in their 
contention that the expansion of our 
national industrial economy has been 
arrested, there will always be room 
for some small companies to become 
large companies, and some large 
companies to become even larger. 
More and more investors will favor 
companies with a strong “growth 


factor,” leading companies in yg 
industries, companies willing 
able to explore new fields, and com 
panies with demonstrated compet 
tive vigor—these are the ones whigl 
will refuse to admit that the era g 
growth is over as far as they 
concerned. These are the companig 
which will be to-morrow’s most py 
fitable investments. 

In the final analysis, there is 
simple: solution to the problems of 
current investment. Most of the 
widely used yardsticks and rating 
methods are at best arbitrary ang 
abstract. The average investor will 
agree that security of capital and 
dependable income are his sole ob 
jectives. If so he should not wilful 
compromise these objectives by seek 
ing to enhance his income at the 
expense of quality. In the long rum 
the chances are he will have more 
capital and income if he recognize 
and accepts those conditions fut 
damental to the times, rather thaw 
trying to sidestep them and jeopar 
dize his entire investment program) 
This may mean taking up another 
notch on his belt and getting along. 
on a smaller income, in order 
safeguard his principal by refusing! 
to shift into lower quality securities, 

The investor who places the em 
phasis on longer term capital appre 
ciation should remember that in his 
choice of securities he is risking hig 
money on something which he hopeg 
will occur in the future, fortuitously 
or otherwise. What he regards ag 
foresight may turn out to be just 
good luck—or bad luck. His chances) 
of attaining his objective, however, 
will probably be enhanced if his 
choice of common stocks is limited 
to the issues of established compa 
nies, but companies which are grow 
ing, not necessarily rapidly bub 
growing nevertheless. Evidence of 
growth is at the same time coneltk 
sive evidence of good management) 
and competitive vitality. The trend: 
of profit margins may be more ili 
portant than per-share earnings 0 
current dividends. 

Accompanying this discussion are 
a group of issues recommended for 
the investment of current funds; 
where the emphasis is upon safety 
and dependable income. Another 
gioup is recommended for current 
income and longer term price ap 
preciation. There is also a list 
companies which reported  larget) 
earnings last year than in 1929. 
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